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BUDGET SPEECH 


DELIVERED BY 


HON. D. C. ABBOTT 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, THURSDAY, FEBRUARY 19, 1953 


ANNUAL FINANCIAL STATEMENT OF THE MINISTER 
OF FINANCE 


Hon. Douglas Abbott (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and means. 

He said: Mr. Speaker, last year I began 
the practice of tabling the budget white 
paper the day before the presentation of the 
budget speech. I believe that this procedure 
met with general approval, and I have fol- 
lowed the same policy this year. I hope that 
the house as in other years will give unani- 
mous consent to having the white paper 
printed as part of today’s Hansard. 

With the common consent of all groups in 
this house the work of this session has been 
planned so as to begin and conclude our 
deliberations six or eight weeks ahead of 
the usual times, so that adjournment can 
take place well in advance of the date 
appointed by Her Majesty for her coronation. 
Consequently it has been necessary to bring 
down the budget nearly two months before the 
customary date. Hon. members will appre- 
ciate that this makes it difficult to obtain com- 
plete information for the year under review. 
Many of the figures given in the white paper 
are of necessity the best current estimates 
and will be subject to change as later informa- 
tion becomes available. 


I have again transferred to the white paper 
the greater part of the general economic 
review which forms an essential introduction 
to the budget. Accordingly I shall confine 
myself this evening to a brief summary of the 
main features of recent economic develop- 
ments and of the outlook for the future. 
Before doing so, however, I hope the house 
will allow me to pay a brief tribute to the 
late Dr. W. Clifford Clark. 
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Under our system of parliamentary govern- 
ment deputy ministers occupy a _ position 
which is difficult to explain to those who are 
not familiar with the actual operation of our 
political and administrative system. They 
carry heavy administrative responsibilities, 
but they are charged with no political respon- 
sibility. In the Department of Finance, how- 
ever, it is particularly difficult wholly to 
separate administration and public policy. 
The Minister of Finance accepts full respon- 
sibility for all decisions of policy, but the 
deputy minister must concern himself with 
an extraordinarily wide and varied range of 
policy questions, because almost all such ques- 
tions sooner or later involve revenue or 
expenditure. The deputy minister has a con- 
stant duty to advise, suggest, warn and point 
out the short and the long-run implications 
of alternative policies. At the same time the 
final decisions are not in his hands and he 
must be ready to carry out and administer 
whatever decisions are reached. 


Dr. Clark for more than twenty years was 
a great deputy minister. He was always 
forthright and vigorous in his presentation 


of the relevant considerations and the implica- 


tions of whatever matter was under discus- 
sion. He was always completely loyal in 
carrying out whatever decisions were reached. 
His capacity for work and his tireless devo- 
tion to duty were extraordinary. At the same 
time he was a quiet and unassuming man, 
who shunned all personal publicity. His per- 
sonal and intellectual integrity was of the 
highest order, his appreciation of the public 
interest and his love of Canada were intense. 
His technical skill in matters of financial 
administration held the admiration of all who 
knew him, not least among them those in 
other countries who had occasion to consult 
or negotiate with him. His sudden and unex- 


pected death was a great shock to me and 
has been a severe personal loss to his many 
friends in this house. The people of Canada 
owe him a greater measure of gratitude than 
they realize. He has left a lasting imprint 
on the quality of public service in Canada, 
and his life and work will remain an inspira- 
tion to those who follow him. 


ECONOMIC TRENDS 


Turning now to recent economic develop- 
ments and the outlook for the future, 1952 
has been in most respects a successful year 
in world affairs. The nations of the free 
world are in a stronger position than they 
were a year ago to protect themselves against 
aggression. The North Atlantic community 
has achieved an important increase in its 
defensive strength. Our preduction lines 
have begun to turn out in substantial quantity 
the modern military equipment we need. The 
defence construction program in western 
Europe and on this continent is well under 
way. In Korea, Malaya and Indo-China 
aggressive communist forces are being held in 
check. While much remains to be done and 
we cannot relax our efforts the accomplish- 
ments of the past year and the continued 
development of close co-operation among our 
allies have provided a more enduring basis 
for peace and security. 


In the economic sphere, there has been a 
noteworthy reduction in inflationary pressures 
in many parts of the world. Prices over a 
wide area have stopped rising and the prices 
of many of the raw materials, which rose so 
steeply after the outbreak of the war in 
Korea, have receded to more normal levels. 


There has been a growing recognition of 
the close relationship between internal finan- 
cial stability and the balance of payments. 
The success of many countries in damping 
down excessive demand internally has 
brought about a significant improvement in 
the world exchange situation during the past 
year. At the end of 1951 the central reserves 
of the sterling area were falling rapidly, and 
most sterling countries were running substan- 
tial deficits. By the last half of 1952 the 
reserves were again rising, and at the com- 
monwealth economic conference which the 
Prime Minister and I attended some two 
months ago, the representatives of the other 
commonwealth countries were able to report 
substantial progress toward their objective 
of a better balance in their external accounts. 
These improvements make possible a renewed 
effort to remove the barriers and restrictions 
which continue to hamper world trade. 

While 1952 saw an abatement of world 
inflationary pressures and brought some 
improvement in world trade, international 
economic relations today are far from satis- 
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factory. Since the war tariffs have been 
reduced by many countries, but quantitative 
restrictions, discrimination and inconverti- 
bility of currencies still persist over a wide 
area. 


These continuing difficulties can no longer 
be ascribed primarily to wartime losses of 
productive facilities. The efforts of the 
people of Europe and elsewhere, with the 
assistance given by North America, have 
been successful in making good much of the 
damage caused by the war, and production in 
most countries is now greater than ever 
before. By 1950 it appeared that the post- 
war inflation had about run its course. How- 
ever, the outbreak of hostilities in Korea 
caused world prices again to surge upward 
and brought intensified inflationary pressures 
and renewed difficulties in trade and pay- 
ments. 


This setback is being overcome but many of 
the underlying problems remain unsolved. 
The greater economic stability and the better 
balance of trade achieved in 1952 now give 
the nations of the free world a new oppor- 
tunity to move forward. 


The major instruments for international 
economic co-operation which were drawn up 
immediately after the war, namely the Bret- 
ton Woods agreement and the general agree- 
ment on tariffs and trade, envisaged that 
convertibility of currencies and multilateral 
trade would have been restored over a large 
part of the world by now. These agreements 
have constituted a valuable means of inter- 
national co-operation and we need constantly 
to examine the manner in which they can 
best be used to facilitate a more rapid attain- 
ment of our objectives. Moreover, the bind- 
ings of tariff items under the general agree- 
ment on tariffs and trade, which were last 
extended by negotiations held at Torquay 
in 1950, will run out at the end of this year 
and further negotiations on a wide scale 
will be necessary to continue them in effect 
on a firm basis. These are some of the major 
tasks for the coming year. It is clear that 
the time has come for new initiatives. 


The commonwealth economic conference 
which was held in London in December made 
a significant beginning. The conference 
decided 


That a more positive policy can now be adopted, 
both by the commonwealth countries themselves 
and in concert with other friendly countries, to 
promote expansion of world production and trade. 


The commonwealth countries stated that it 
is their aim 

To secure international agreement on the adop- 
tion of policies by creditor and debtor countries 


which will restore balance in the world economy 
on the lines of “trade not aid” and will by pro- 


gressive stages and within reasonable time, create 
an effective multilateral trade and payments system 
covering the widest possible area. ; 

If this beginning is to lead to concrete 
results, there must be close and continuing 
co-operation between the important trading 
nations. No lasting solution can be found, 
of course, without the active and adequate 
participation of the United States. Early in 
March the foreign secretary and the chan- 
cellor of the exchequer of the United King- 
dom will visit Washington to begin explora- 
tory discussions on a collective approach to 
trade and currency problems. It is to be hoped 
that this initiative will lead to constructive 
action. Canada has participated fully in the 
commonwealth discussions which have led 
up to this new approach. I need hardly add 
that we are prepared to play our full part 
in any common efforts which are designed 
to achieve a prosperous and expanding world 
trade. 

We here in Canada over the past decade 
have experienced a period of growth and 
prosperity unrivalled in our history. As a 
nation, we have become accustomed annually 
to breaking new records in _ production, 
foreign trade, investment, employment and 
income. Each year our people set their sights 
a little higher; we expect almost as a matter 
of course that we will do better than we did 
the year before. 


Even against such a background of pros- 
perous growth, 1952 stands out as a remark- 
able year. Last year I based my budget on 
the expectation that gross national production 
would rise to $223 billion. Actually our gross 
national output reached $23 billion, an 
increase of more than 7 per cent in value over 
1951. With prices relatively stable, most of 
this increase was brought about by a greater 
volume of production. The record wheat 
crop was an important factor in this increase, 
but many other industries also achieved sub- 
stantial gains. 

It is necessary to point out that the aggre- 
gates of total production in 1951 and 1952 
obscure some rather significant changes 
during both of these years. Production was 
at a high level in the first part of 1951 but 
fell off noticeably towards the end. The year 
1952 started out from these lower levels, but 
business picked up very early in the year and 
a remarkably steady expansion in production 
took place during the remainder of the year. 

The increased output represents an impres- 
sive rise in the productivity of the Canadian 
economy. While the improvement resulting 
from the record wheat crop may be regarded 
as largely fortuitous, our people as a whole 
are beginning to reap the benefits of the 
enormous investments in new plant, equip- 


ment and development that have been made 
since the war. I might add that the record 
grain crop could scarcely have been harvested 
had it not been for the heavy postwar invest- 
ment by our farming community in labour- 
saving machinery. 
_ The total of salaries and wages earned by 
Canadian workers during 1952 rose by 12 
er cent, an increase which is considerably 
larger than the rise in gross national output. 
For example, the average weekly earnings of 
labour in nine leading industries were $54.13 
in 1952, an increase of $4.52 over 1951. 
While production, employment and wages 
rose in 1952 to the highest levels in our his- 
tory, it is gratifying to note that prices have 
not followed a similar rising course. The 
index of wholesale prices fell by nearly 7 per 
cent during the year; the index of consumer 
prices declined by 2 per cent. We have been 
able to expand our production and income 
without any apparent renewal of inflation. 
The strength of our dollar in. foreign 
exchange markets, the fall in world prices 
of many of the commodities which we import 
and the general restraint in our monetary 
and fiscal policy have all contributed to this 
stability in our general price level. 


The rise in labour income, combined with 
the downward trend of prices, meant that in 
1952 most Canadians experienced a substan- 
tial improvement in real income. We have 
had periods of rapid growth before, and 
periods when our production has risen as 
sharply as in 1952, but it is difficult to recall 
a time when we have been able to carry out 
such a degree of expansion and at the same 
time maintain a stable price level. 1952 can 
be justly described as a year of prosperity 
without inflation. 


The stability of prices and the abatement of 
inflationary pressure made it possible to 
remove during the year some of the more 
direct anti-inflationary measures which had 
been introduced after Korea. Last May the 
consumer credit regulations were lifted. That 
same month the Bank of Canada expressed 
the view to the chartered banks that the 
special restrictions on bank credit which had 
been in effect for the previous fifteen months 
could be removed. .Towards the end of the 
year it was also possible to announce that 
the deferred depreciation provisions in the 
Income Tax Act would not apply to property 
acquired after December 31, 1952. It will be 
recalled that these regulations were adopted 
in the 1951 budget as a financial deterrent to 
expenditure on capital expansion of a less 
essential nature. It was hoped by this to 
reduce the competitive bidding up of prices 
of searce materials which were required for 
more essential purposes. The improvemént 


in the supply situation during 1952, par- 
ticularly in respect of steel, made the regula- 
tions no longer necessary. 


The containment of inflation and the 
stability of the general price level in 1952 
have been to me a particular source of grati- 
fication. Since I became Minister of Finance 
nearly seven years ago, I have been faced 
with many economic and financial problems, 
but none more serious nor more persistent 
than that of inflation. It would be foolish 
indeed for me to predict that this problem 
has been permanently solved. Our experience 
in 1952 has shown, however, that those who 
argued in 1950 that we were in for a siege 
of indefinite inflation have been just as wrong 
as the pessimists who since the end of the 
war have been persistently predicting a new 
depression. 

The annual presentation of the budget is 
a time for national stock-taking, and I think 
it is desirable before looking at the prospects 
ahead to examine some of the basic forces 
which are operating in the economy. We have 
had high and rising levels of employment, 
real income has been increasing steadily, the 
level of production is at an all-time high. 
The question we have to consider is whether 
the dynamic forces which have brought this 
about are likely to continue. 


It is difficult to analyse briefly all the 
factors which affect the level of economic 
activity. There are four principal forces that 
provide the basic demand for a country’s 
output of goods and services. These are the 
expenditures by individual consumers, the 
investment in new capital goods, the foreign 
demand for the country’s products, and the 
combined expenditures of governments on 
goods and services. Needless to say these 
groups are interdependent; the level of con- 
sumers’ expenditures, for example, will 
depend in part upon the level of income, 
which is in turn related to the over-all 
demand for goods. 

Possibly the most buoyant element on the 
demand side in 1952 was the sharp rise in 
consumption expenditures which began in 
the early spring. Retail sales in the second 
quarter of the year were more than 25 per 
cent above those in the first quarter, and 
nearly 10 per cent above the same period 
In 1951. This rate of increase was maintained 
through the remainder of the year. It is 
evident that the rise in consumer buying was 
due to a number of favourable circumstances. 
In part it represented a reaction from the 
falling off in sales late in 1951 and early in 
1952. The decline in prices and the removal 
of the credit restrictions also contributed to 
the pick-up in purchases. Probably most 


important of all was the steady rise in con- 
sumer income throughout the year. 


In spite of the very significant rise in con- 
sumer spending and retail credit outstanding, 
there was little apparent change in the pat- 
tern of net personal saving as compared 
with the previous year. In 1951 the net per- 
sonal saving of Canadians amounted to 
nearly $1,250 million, or almost 8 per cent 
of disposable personal incomes. In 1952 it 
increased to about $1,300 million or 74 per 
cent of total disposable incomes. It is note- 
worthy that the rise in consumer expendi- 
tures was financed primarily out of the 
increased incomes. The rate of personal 
saving has been maintained and compares 
most favourably with that of any other 
country and with previous periods in our 
history. 

Investment in new productive facilities 
continued unabated through 1952. Natural 
resource development of a long-range char- 
acter was again a striking feature. The 
Kitimat aluminum and Quebec-Labrador iron 
ore projects were brought closer to comple- 
tion. New oil pipe lines were being constructed 
and successful exploration for oil and gas con- 
tinued at a high rate. It is gratifying that the 
new discoveries of the past year, including 
the recent promising finds in New Brunswick, 
have extended developmental activity to an 
increasingly wider area of our country. New 
investment in our manufacturing industry 
was greater than in any previous year. 


While investment in capital goods, equip- 
ment, and resource development was higher 
in 1952 than in 1951, the investment in addi- 
tional inventories was substantially reduced. 
The rise in inventories in 1951, amounting to 
more than $14 billion, absorbed a large por- 
tion of the total increase in national produc- 
tion for that year. The increase in inventories 
in 1952, however, is estimated to be under 
$200 million so that almost all of the increase 
in national production was available for other 
purposes, including the increased require- 
ments for defence and higher expenditures 
by consumers. 


The use of productive resources for defence 
was considerably greater in 1952 than in the 
previous year due to the fact that the pro- 
duction lines for major items such as aircraft, 
ammunition and electronics were getting into 
volume production. Except for defence, and 
purchases in connection with the support of 
farm prices, there has been virtually no 
increase in the physical volume of goods and 
services devoted to the requirements of the 
federal government. 


In 1952 Canada’s foreign trade again broke 
all previous records both in volume and 
value. Exports were 10 per cent higher in 


value than in 1951, and about 12 per cent 
greater in physical volume. Total imports 
in 1952 were slightly lower in value than in 
1951, owing to a fall of about 12 per cent 
in the average prices of imports, thus off- 
setting a similar increase in quantity. In 
fact, during the past year we experienced a 
significant improvement in our terms of trade, 
or the ratio between the prices of the goods 
we export and the prices of the goods we 
import. While the prices we pay for our 
imports declined, the prices of our exports 
were largely maintained. Taking due account 
of non-merchandise transactions we had a 
current account deficit in our balance of 
payments for 1951 amounting to $524 million. 
In 1952 we had a surplus of $150 million. The 
improvement in the terms of trade and the 
strength of the Canadian dollar were factors 
of considerable importance in the economy 
during the past year. These two factors con- 
tributed materially to the improvement in 
our balance of payments and also to the 
general stability of the price level and the 
rise in real incomes. 


A noteworthy feature of our foreign trade 
in the past year was the attainment of a wider 
distribution of markets. Exports to the United 
States were maintained at the 1951 level, in 
spite of the embargo on our cattle and meat 
exports which prevailed through most of the 
year. A somewhat larger proportion of our 
exports than last year went to the sterling 
area. Sales to the United Kingdom increased 
by about $100 million. However, our exports 
to all other overseas countries, including Latin 
America and continental Europe, increased by 
more than $200 million or over 25 per cent 
during the past year. Our sales to the world 
outside the United States and the common- 
wealth made up nearly one-fourth of our 
total exports, equal to the highest proportion 
in our history. For example, exports to Latin 
America, recently visited by my colleague 
the Minister of Trade and Commerce (Mr. 
Howe), amounted to $272 million in 1952, more 
than double our exports to that area in 1949. 

The improvement in our balance of pay- 
ments contributed to the strength shown in 
the Canadian dollar during the year. Froma 
position of approximate parity with the 
United States dollar in the first two months 
of the year, the Canadian dollar rose to a 
premium of about 4 per cent in September, 
and then fell off slightly to a premium of 
about 3 per cent at the end of the year. 


The other major factor in the exchange 
market was the movement of capital across 
our borders. The inflow of capital for direct 
investment in oil and mineral development 
and for the building of new industries was 


maintained. The inflow derived from the 
placing of new issues of Canadian securities 
in the United States, less the retirements of 
existing issues, was also substantial, although 
somewhat below the 1951 level. At the same 
time there was a large outflow of other forms 
of capital from Canada induced in part by 
the premium on the Canadian dollar. The 
outflow resulted mainly from the sales by 
non-residents of outstanding Canadian securi- 
ties, and from the shifts in commercial 
accounts and balances. Taking all capital 
movements together, long-term and_ short- 
term, we were a net exporter of capital in 
1952. In effect the total savings inside the 
country, taken as a whole, were more than 
equivalent to the expenditures on our entire 
domestic investment program. 


The combined result of our current account 
surplus and the net outflow of capital is 
reflected in the movement in our exchange 
reserves, which rose by $81 million over the 
year to a level of $1,860 million at December 
31, 1952. As I have stated before, our policy 
has been to allow the exchange rate to be 
determined by the normal play of economic 
forces without official intervention, except to 
ensure orderly conditions in the foreign 
exchange market. No attempt is made to 
reverse persistent trends, but only to smooth 
out excessive short-run fluctuations. 


Although the over-all picture of the Cana- 
dian economy in 1952 was highly favourable, 
the past year was not without its problems 
and difficulties. The outbreak of foot-and- 
mouth disease and the ensuing embargo on 
cattle and meat exports to the United States 
seriously disrupted the livestock industry. 
The government took measures to relieve the 
effects of this disaster by compensation pay- 
ments and by purchases of meat under the 
Agricultural Prices Support Act. In addition 
special arrangements were made for the ship- 
ment of Canadian meat to the United 
Kingdom in exchange for New Zealand meat 
which was diverted to the United States. The 
thorough measures which were taken to 
stamp out the disease have been successful 
and it is expected that the normal market 
outlets will shortly be re-established. 


In the early part of the year some of our 
industries were affected by a falling-off in 
demand for their products, notably textiles 
and consumers’ durable goods. However, the 
pick-up in domestic business and a more 
buoyant export demand brought about a 
significant improvement in the position of 
most of these industries in the latter half of 
the year, which has since been maintained. 


I now wish to turn to the outlook for 1953. 
If we look first to the prospective level of 


capital investment, present indications are 
that expenditures on the expansion of indus- 
try and the development of resources will 
continue at a high level. The level of 
activity in the construction industry generally 
will be affected favourably by the removal 
of the regulations regarding deferred depre- 
ciation, and by the rise in the number of 
housing starts which is indicated. 


The demand for our exports depends upon 
business conditions and circumstances in 
other countries, particularly in the United 
States. It is, consequently, difficult to fore- 
cast, but well-informed opinion seems agreed 
on a continuing high level of activity in the 
United States for the near future which 
should sustain demand for our products in 
that important market. In respect of over- 
seas countries our main exports. consist 
primarly of essential goods and materials 
which should continue to be in a favourable 
competitive position. 


The general increase in consumer expendi- 
tures which took place during 1952 has been 
sustained during the early part of this year. 
This increase appears to have been based 
primarily on a substantial rise in real per- 
sonal incomes. With labour and _ other 
incomes at present running well above the 
1952 average, there is strong ground for 
expecting a continued high level of consumer 
demand in 1953. 


Translating these prospects into monetary 
terms, I think that we can look forward with 
some confidence to a gross national product 
in 1953 greater than the $23 billion achieved 
in 1952. I based my last budget on an 
anticipated increase in physical output of 4 or 
possibly 5 per cent. The record grain crop 
pushed the actual increase up to around 6 
per cent. This is the third successive year 
in which the expansion in volume of total 
production was of the order of 6 per cent. In 
the three years since the beginning of 1950, 
the total output of our economy has increased 
by nearly 20 per cent. In trying to assess 
the prospective increase in production in 1953 
we can get some guide from the index of 
industrial production which for the last quar- 
ter of 1952 was from 5 to 6 per cent above 
the average’ for the year as a whole. If 
industrial activity continues at about this 
rate through 1953, total non-agricultural pro- 
duction would be substantially higher than in 
1952. On the other hand, we cannot assume 
another record grain crop. If we make the 
usual assumption of an average crop, total 
agricultural production would be lower than 
it was in 1952, 


Taking all these factors into account I am 
basing my budget on the expectation that 


gross national product in 1953 will be in the 
neighbourhood of $24 billion, an increase of 
about 4 per cent. I expect this increase will 
consist very largely of an expansion in the 
physical output of goods and services since 
prices are now below the average for 1952. 
My estimate assumes, of course, that we will 
not experience extensive crop failures nor 
serious industrial work stoppages. 


GOVERNMENT ACCOUNTS 1952-53 


I turn now to a brief review of the govern- 
ment accounts for the year which will end six 
weeks hence. These are set out in the usual 
comprehensive detail in the white paper 
tabled yesterday. As explained there, it is 
not possible at this date to estimate our year- 
end position with the usual degree of 
accuracy. At the time we had to go to press 
we had final figures to the end of December 
only, preliminary figures for January, but 
only forecasts for February, March and the 
March supplementaries. 


The over-all results can be briefly stated. 
Our total budgetary revenues are expected to 
amount to $4,375 million, our expenditures 
$4,327 million and our surplus $48 million. 


Our total tax revenues will be $4,010 mil- 
lion which is $31 million greater than I had 
forecast a year ago, and this amount, roughly 
the equivalent of our additional tax receipts 
this year arising out of the Ontario tax rental 
agreement, differed from the forecast by only 
three-quarters of 1 per cent. Non-tax 
revenues and special receipts and credits were 
$64 million greater than my forecast. $45 mil- 
lion or nearly three-quarters of this excess, 
has arisen by our taking into revenue this 
year one-half of our balance in the provincial 
corporation tax suspense account. This sus- 
pense account is still subject to considerable 
adjustments as final tax assessments on cor- 
porations are completed during the coming 
year, but I have felt it right to bring half the 
amount into revenue this year, and bring all 
or most of the remainder into revenue next 
year. 


Our expenditures this year will be $4,327 
million, which is $57 million or about 1} per 
cent more than I had forecast. Two large 
items have come into our expenditures this 
year for which I could make no provision in 
the forecast which I made in the budget a 
year ago. One is the payment of $123 million 
to Ontario under the tax rental agreement 
signed in October. The other is the $42 
million which is our estimate of losses which 
should be taken into this year’s accounts in 
connection with our price support policy for 
beef and pork which in turn was a'result of 
the difficulties ensuing from the outbreak of 
foot-and-mouth disease last spring. But for 


these two items our expenditures would have 
been about $110 million less than my forecast, 
which in turn is largely the result of the 
defence program having been unable to get 
delivery of all the equipment and material 
expected. 


The surplus of $48 million represents just 
about 1 per cent of our total revenues. In 
other words we came about as close to a 
virtual balance of revenue and expenditure 
as is possible in dealing with the magnitudes 
reflected in our budget. I should, of course, 
remind the house that neither our revenues 
or our expenditures include the payments 
into and out of the old age security fund. 


I am not going into much greater detail 
of our expenditures and revenues. These, so 
far as they are available, are fully disclosed 
in the white paper. The increase in expendi- 
ture, compared with the previous year is 
$594 million, but if we have regard to the 
change in the treatment of our interest pay- 
ments from a cash to an accrual basis, the 
proper comparable figure is about $680 mil- 
lion. In round figures national defence expen- 
ditures increased $490 million, subsidies and 
tax rental payments to the _ provinces 
increased $210 million, the service of the 
debt $20 million, family allowances and 
veterans’ benefits $40 million, and agricul- 
tural prices support expenditures $40 mil- 
lion. These major items total $800 million 
of increased expenditure. 

On the other hand the new old age security 
system has relieved the budget of $110 mil- 
lion, there is a decrease of $70 million in our 
special contribution to the civil service 
superannuation fund, and the disappearance 
of the deficit for the Canadian National Rail- 
way has saved us about $15 million. These 
major reductions add up to $195 million. 

This means that all other government 
expenditures for all other purposes have 
increased $75 million during the year. These 
increases have been due chiefly to higher 
salary and wage scales and higher costs of 
materials and construction, some increases 
in services supplied and further increases 
in our projects of scientific and resource 
development. 


The government has not relaxed its efforts 
toward maximum economy and efficiency in 
all government operations. There is and 
there always will be room for further 
improvement, and we shall continue to press 
our efforts in this direction. We are, for 
example, this year inaugurating a suggestion 
awards plan in the civil service which we 
are confident will, over the course of time, 
result in many major and minor improvements 
in efficiency of operation and will contribute 
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to still further improvement in the morale 
and esprit de corps of the public service. 

On the revenue side tax receipts are $350 
million higher than a year ago and total 
revenues are up about $400 million. The 
principal increases, in round figures, are per- 
sonal income taxes up $210 million, or 22 
per cent, corporate income taxes up $100 mil- 
lion, or 9 per cent, commodity taxes up $40 
million, and special receipts and credits up 
$40 million. Of our total revenues 58 per 
cent have come from direct taxes, 34 per cent 
from indirect taxes and 8 per cent from non- 
tax sources. 

As usual I want to say a word about our 
over-all cash position. Apart from and oui- 
side the budget we have had to find the very 
large sum of $625 million for a variety of 
loans, investments and advances. These are 
all set out in detail in the white paper. The 
large items are $125 million to the Canadian 
National Railway, $65 million for agricul- 
tural price support inventories, $75 million 
to Central Mortgage and Housing Corpora- 
tion, $50 million to the exchange fund, $35 
million to the defence production revolving 
fund and $100 million to the old age security 
fund. 

To meet this cash requirement for $625 
million outside the budget we have had avail- 
able about $450 million from non-budgetary 
sources. The most significant items are 
receipts of $65 million from repayment of 
loans, and of $170 million in accumulations in 
various pension and annuity accounts. Fuil 
details will be found in the white paper. 


To sum up, our non-budgetary receipts 
were $178 million less than our non-budget- 
ary outlays. We have our budget surplus 
to apply against this, leaving a remaining 
cash requirement of $130 million. To meet 
this cash requirement we have increased our 
funded debt on balance $141 million, which 
means we will end up the year with $11 mil- 
lion more cash on hand than we had oat the 
beginning. 

This leads me to our operations in the 
field of the public debt. Again I am using 
round figures; the exact amounts are detailed 
in the white paper. During the year our 
gross liabilities increased by $275 million, 
our net active assets increased by $325 mil- 
lion, which means that our net debt declined 
by about $50 million which is of course, the 
amount of our surplus. During the year we 
issued new securities in the very large amount 
of $3,330 million and we paid off old securities 
in the amount of $3,190 million, or as I said 
a moment ago we had a net increase of $140 
million in our funded debt. 


Our net debt still stands at a high figure in 
absolute terms but thanks to the reductions 
we have been able to make during the past 
7 years and thanks to the rapid increase in 
our national productivity it now represents 
a much more tolerable burden than at the 
close of the war. I should like with the 
permission of the house to insert here in 
the record a short table showing our net 
debt at the end of each year since 1939, and 
also showing it in per capita terms and as 
a percentage of our annual gross national 
product. 


Table I 
Net debt of Canada, 1939-1953 

Net 

Debt asa 

Net Percentage 

Debt (In Net of Gross 

As at millions Debt Per National 

March 31 of $) Capita Product 
TOS ony coke ae $ 3,153 $ 280 60-2 
EOGO. Bre. a ere ioe 3,271 287 Biles 
ATT z.. Site beeen 3,649 317 53-1 
OS 7s ae ee Se 4,045 347 47-5 
1943 Ae. eee teks 6,183 524 58:7 
1044 te ban? cs tuctns 8,740 732 78:2 
Lie eta ie Soy 5% 11,298 936 94-5 
OGY ee ns ome 13,421 1,092 113-3 
ASAT He. ee eae 13,048 1,040 108°5 
O48 See's: ae WP SPA 965 89-9 
TOAG s ceaiyeicnss eee 11,776 899 75°4 
£950, Some. ese 11,645 849 70-7 
L951 2S. SIRE 11,433 816 62-8 
LOS De ccscongre. 11,185 775 52-1 
LOSS ieee acc; See 11,137 752 48°5 


I commend: this table to the attention of 
hon. members who will see that while our 
total net debt has declined by 17 per cent 
since 1946, the per capita debt has fallen 
from $1,092 to $752 or 31 per cent. In 1939 
our net debt was equal to 60 per cent of 
our gross national product for that year, in 
1946 it was 113 per cent of our gross national 
product, and it now stands at only 48 per 
cent. To put it in more realistic terms, our 
1939 debt represented 31 weeks of the nation’s 
output, in 1946 it was about 60 weeks, but 
today’s debt could be covered by the product 
of 25 weeks’ work. The real burden of our 
debt has been considerably more than halved 
over the past 7 years. 

As hon. members know, interest rates have 
risen over the past two years and that has 
had its reflection in the average interest rate 
paid on the total funded debt. Two years 
ago this average was 2:60 per cent, last year 
it was 2-67 per cent, and this year it will 
average 2:76 per cent. 


FORECAST OF REVENUE AND EXPENDITURE 
FoR 1953-54 


So much for last year. I turn now to my 
forecast of revenue and expenditure for the 
year that will begin on April 1 next. 
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I said earlier this evening that I expect 
our present level of prosperity to continue 
throughout this calendar year and I expect a 
continuation of about the present rate of 
industrial and general economic expansion. 
I came to the conclusion that, assuming aver- 
age crops, we can look forward to a 4 per 
cent growth in total national output. On 
these assumptions I expect that our present 
tax structure would bring in total revenues 
in the coming year amounting to $4,710 mil- 
lion. I should like to ask, Mr. Speaker, for 
unanimous consent to insert in Hansard at 
this point the usual table showing the con- 
stituents of this total. 


Table II 


Forecast of Tax Revenues 
(Before tax changes) 


Fiscal Year 


Fiscal Year 1952-53 
1953-54 (Actual 
(Forecast) Preliminary) 
(millions of dollars) 
Personal income tax 1,350-0 1,187-7 
Non-resident income tax 55-0 54-0 
Corporation income tax .. 1,325-0 1,231-1 
Succession duties ........ 40-0 38-0 
Customs import duties 395-0 379-0 
EXeISe: A GULLES) CS0%.,..c. eck 280-0 257-0 
Sales) taxw sirens «sees 590-0 568-0: 
Other excise taxes ...... 300-0 284-0 
Miscellaneous taxes ...... 10-0 11°5 
Total tax revenues... 4,345-0 4.010-3 
Non-tax revenues ........ 290-0 283°8 
Total ordinary 
revenues. <9us¢454.4 4,635-0 4,294-1 
Special receipts and credits 75-0 80-5 
Total budgetary ; 
TEVENUES. to ene 4,710:0 4,374-6 
Old Age Security Taxes: 
2 per cent sales tax .. 148-0 142-0 
2 per cent individual 
INCOME HlLaxt yal. ise 82-0 45-2 
2 per cent corporation 
ICOM E ta Xi wea. ae ther 50-0 36-9 
280-0 224-1 


On the expenditure side I have already 
tabled the main estimates which total $4,405 
million of budgetary expenditure. These 
estimates have been prepared with the 
greatest possible care, but there will be, as 
always, the inevitable supplementaries. There 
are likely to be some further losses in respect 
of government holdings of beef and pork 
which will not have been sold before the end 
of this fiscal year, and I would think it 
prudent at the end of the year to set aside 
some further modest reserve against our 
active assets. On the other hand there is 
certain to be some lapsing of authorized 
expenditure, though with the increasing care 


with which the estimates are compiled and 
screened this is not likely to be as great as 
we have experienced in some earlier years. 
All in all, I have come to the conclusion that 
our total expenditure next year will be about 
$4,450 million. 


With prospective revenues of $4,710 million 
and expenditures of $4,450 million our present 
tax structure would yield a budget surplus 
of $260 million in the coming year. 


Before going on to discuss our tax policy, 
I should inform the house of our probable 
position on non-budgetary account in the 
coming year. Apart from and outside the 
budget we shall have to find cash for loans, 
investments and advances. The largest items 
here are likely to be loans to the Canadian 
National Railways and to Central Mortgage 
and Housing Corporation, and I expect the 
revenues in the old age security fund will 
still fall short of payments, although by a 
smaller amount than this year. On the other 
hand, there will again be non-budgetary 
receipts mainly from loan repayments and 
from the various pension and _ annuity 
accounts. It is not feasible to estimate what 
changes, if any, there may be in the exchange 
fund and in the year-end amount of cheques 
outstanding and other float items. Apart 
from this, it would appear that our net non- 
budgetary requirements, excluding funded 
debt transactions, may be about the same as 
in the current year, that is of the order of 
$175 million. 


TAX POLICY AND TAX CHANGES 


With the economic outlook and the budget 


prospects as I have just stated them, I have 
had to decide what tax policy for the coming 
year best fits these circumstances. 


Two years ago, when it became clear that 
our own interests required us to assume 
an important role in a collective program 
for ensuring international security, we 
approached the financial problem with vigour 
and determination. We had to frame a policy, 
severe though it might be, which would carry 
us through this difficult period, and it was 
bound to affect the every-day lives and for- 
tunes of all of us. This has been done. The 
result is that a large part of the productive 
resources of the country, instead of being 
available to turn out goods and services for 
immediate enjoyment and use, has been used 
to meet the threat of aggression. I think no 
one who knows the facts, either in this coun- 
try or elsewhere, will accuse this government 
of having shirked the task of imposing the 
taxes necessary to pay for our major under- 
takings in the field of defence. We have 
insisted on balancing our accounts. To have 
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done less would have been both imprudent 
and dangerous. The tax measures adopted 
in the fall of 1950 and in the spring of 1951 
were designed to build a revenue structure 
which would support the added burden of 
the defence program, and they have done so. 
A year ago, upon re-examining this rev- 
enue structure it seemed desirable to remove 
certain anomalies in the income tax struc- 
ture and to give some relief where needed 
in the special excise tax structure. In doing 
this we had to forego revenue which on a 
full year basis would have amounted to about 
$146 million. Fortunately there was leeway 
enough to enable this to be done and still 
anticipate a balanced budget. As ‘it turned 
out the results for the year, as I stated 
a few minutes ago, were very close to the 
estimates made a year ago, our tax revenues 
being within three-quarters of 1 per cent of 
our forecast. Rage 4 


For the coming year I propose to follow 
this same policy of budgeting for a balance. \ 
This means, from the figures I gave a few 
moments ago, that something close to $250 
million can now be devoted to tax relief. 
That this can be done in spite of the estimated 
increase in the coming year of about 3 per 
cent in total expenditures is, I think, a great 
tribute to the Canadian people. 


In a very real sense this surplus for tax 
reduction is the direct result of increased 
production, efficiency and plain hard work on 
the part of a united Canadian people. Here 
is a real social dividend, not one that has 
been conjured up out of thin air, but one 
that has been well and truly earned by our 
people. Greater productivity, increased effi- 
ciency and a willingness to work hard and 
vigorously for good wages, salaries and profits 
—these are the things that power our country 
today and make possible this surplus for 
tax relief. 


INCOME TAX CHANGES 


With about $250 million available for tax 
relief it seemed desirable that a substantial 
portion of this should be applied to easing the 
strain of the personal income tax. Income 
tax rates if too high can do harm in many 
directions. Tax laws should avoid placing 
too great a penalty on successful effort. Every 
reasonable incentive should be given to 
people to work hard, move to better-paid 
jobs, take risks and expand their businesses 
without keeping one eye continually on the 
tax-gatherer. This is particularly important 
in a growing and expanding country such 
as ours where there is so much to be accom- 
plished. 


Two years ago the house will recall the 
income tax was increased by means of a 
20 per cent surcharge which I stated at 


that time was a temporary measure. Last 
year in discarding the surcharge device 
and in revising the rate structure about two- 
thirds of the full weight of this surcharge 
was built into the new schedule of rates. 
It is now proposed to drop this remaining 
portion of the surcharge entirely. This 
proposal will be given effect to simply by 
repealing the present rates and re-enact- 
ing the 1950 rate schedule upon which 
the 20 per cent surcharge was originally 
imposed. The effect of this change will be 
that the average taxpayer will have his 
personal income tax reduced after July 1 
by a little more than 11 per cent. This 
reduction, of course, does not apply to the 
old age security tax which stands unchanged. 

Because we are on the pay-as-you-go sys- 
tem the present rate of the withholding 
from wages and salaries will have to remain 
in force for several months before changes 
can be introduced; accordingly the change- 
over giving effect to the tax reduction will, 
as usual, be made in the middle of the 
year. From July 1 onward the income 


12 


tax deducted from the wages and salaries 
will be reduced for the average taxpayer 
by about 11 per cent. 

Since the reduced rates will have been 
in force for only six months in this calen- 
dar year the average individual’s tax bill 
for the year as a whole will reflect, of . 
course, only one-half the full reduction. 
The full rate of reduction, however, will 
as I said, be reflected from July on. It is 
estimated that on a full year basis this 
change will cost in revenue about $155 
million, and for the coming fiscal year about 
$87 million. 

With the consent of the house I am placing 
on Hansard the usual tables showing the 
income tax payable 

(1) for the calendar year 1952; 

(2) for the calendar year 1953 if no changes 
were made; 

(3) for the calendar year 1953 with the 
new rates in force; 

(4) for a full twelve month period after 
the new rates are in force. 
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TABLE III 


Effect of Proposed Income Tax Changes 


Single Taxpayer 


Tax 
Income “er for 
1952 
$ $ 
1, 
Ae SHURE A Snes beled deed adhe argh eRe 35 
8 i Se) ae ee” St iA res ep eee: | 88 
1 Sees lites bone 2 bop REE PRB ge Re 140 
ME ees iene 0)! (oho ne ear Boe 175 
MOE aos ARra Re aay ¢0 Ant SUMS TURES do 6.0 Ap ORAS 225 
a: cx ie oakee Aen @ v ¢ a DAM i oe  o ele epaerord ae 274 
ae so Me ot dbx « «RM he « « ay gama aa 323 
es i Sete ERAN hs « ES 9 + » oS ats Gee eens 372 
Rs x a i ete ao AMS « «: An orate eee alae 484 
BEEN: Soa Uae Peeene suis « Se hog + ORE one 596 
Prem 5 tp ocala ie eats: 455 Rae Se.» ok SOE See eee 820 
MY 0% 0 (hale acmctor to nai hi EL cn «tS + ee 1,487 
MRM? 0s. ck sae eres = 2 «OES Micka cans Cos He 2,301 
GUM ee ts Eee als ls ARMS fe tte Sr RIE We OO EEE a 6,951 
Rs che Laces mete «bus hs, « een ees 12,371 
| gla A, Pi abe er SI te 8 SR Fe 8. ort 25,195 
IS ccc ip tN A ioc «Sa es, NE EES es 42,965 
BE), O00). eke ae ess RM oe laa 4 ta ae PO ee I cock SR ED, i, 61, 960 
SORES, 8S ae ee TS ot UI A Ee 145, 880 
BO O00... Auman Aa ats vn ode 15 Ae ee as: Se 327,570 


1953 tax at 
existing 
rates before 
proposed 
change 


Tax for 1953 


(6 months at} Tax in full 
present rates year at 
and 6months{ new rates 


new rates) 


126, 414 
283, 114 


Norse (1) The old age security tax of 1 per cent of taxable income (maximum tax $30) in 1952 and 2 per cent of taxable 


income (maximum tax $60) in 1953 is payable in addition to above amounts. 


(2) In calculating the above taxes it has been assumed that where incomes are in excess of $30,000, that part of 


income whic 
for dividends from Canadian corporations. 


h is in excess of $30,000 is from investments, but no account has been taken of the tax credit. 
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TABLE IV 
Effect of Proposed Income Tax Changes 


Married Taxpayer—No Dependents 


a 


1953 tax at Tax for 1953 


Tax existing rates | (6 months at | Tax in full 
Income paid for before present rates year at 
1952 proposed and6months| new rates 
change at new rates) 
$ $ $ $ $ 

OOO AS. 1 LR: CR Pee |... Re MN Sed de seed choo dee se aie a a a 
95 050.46. Leek PRS ROR. coke. oie an 44. 43 40 38 
Sa es oe: eee. SS | Sees 88 85 80 75 
TOU... Was. «oh Re cane Jick MME ee 13 128 120 113 
a HOO, 0. ee Pes. OBR Ree eh, SR 175 170 160 150 
BN ic. 5 ou0 8 MMM Flat cise otis Bites cc “+ oasis Ra ee 274 265 250 235 
Sa)... VOM ee. do) BREE Sc cca te eRe eee 372 360 340 320 
SROOOM TS. Rd. Wales Le TR Rt 596 580 545 510 
fe OO ion. do Ue: s oobi MRS doe Fe eee es 1,206 Pe1i5 1,103 1,030 
TAO oc vos nnn Gm RE Tire « > ote MERE Gr sane, ea 1,946 1,900 1,780 1,660 
20000. Sirk vn. .S aieeles tes. 2B. cites o2eullnoMdlgehls Rae 04 6,431 6, 250 5,880 5,510 
SOB sais. YR le A cass SUNS dc rk. moked ne CEM Toe 11,796 11,400 10,780 10, 160 
SOM. Pk. ces ME Bs es ee oe 24, 565 23, 754 22,509 21,264 
TOO... hime eee... . Pie ae. Abo 8, ee 42,280 40,904 38, 784 36, 664 
TOGROR os... Us Gd + se o's 3 os BRON cos. 3 6 61, 220 59, 304 56, 184 53, 064 
AS a ee ae ee ee. | 145, 060 140, 604 isa vlog 125,714 
AQ DOD 5c ach .5 GRAMMARS © sss & Bare BME AaB <0 so oR 326, 690 317,484 299, 924 282, 364 


Nore (1) The old age security tax of 1 per cent of taxable income (maximum tax $30) in 1952 and 2 per cent of taxable 
income (maximum tax $60) in 1953 is payable in addition to above amounts. 


(2) In calculating the above taxes it has been assumed that where incomes are in excess of $30,000, that part 
of income which is in excess of $30,000 is from investments, but no account has been taken of the tax credit 
for dividends from Canadian corporations. 
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TABLE V 
Effect of Proposed Income Tax Changes 


Married Taxpayer—with Two Children Eligible for Family Allowances 


1953 Tax at | Tax for 1953 


Tax existing rates | (6 months at Tax in 
Income Paid for before present rates full year 
1952 proposed and 6 months/ at new rates 
change at new rates) 
$ $ $ $ $ 

pO ee EO ee SE Pay se ee ee mn Pe, SY ae hom tk ee yee Pn ag ee se 

Fe ae TE LO Ae ne) Che ee Cle ee 18 17 16 15 

BGO AOA BALE RIPE TARO 8 ENT ae 35 34 32 30 

DOTDO. owest . errsaas) sedis Beat orstaon ora da. aake 79 77 72 68 

Rb a a RI NE Depa sea i WEA <I NR Zo 119 172 105 

oy SOOT SS: Lak RIOR SS FIED 215 208 196 184 

CE a a? ee ee eee es 313 303 286 269 

LE On eames depen ae sets om 529 514 484 453 

Re MR Cee ee NC ne Ss Tee OT 1,129 1,100 1,032 964 

BD) COON, te PE , VO. TSO... Od s ERE 1,854 1,810 1,696 1,582 

TT i Re aie ny as 6,275 6, 100 5, 738 5yerd 

Oe eee ee te ee, ere, Cm) ne BR ee ee 11, 624 11,235 10, 623 10,010 

BOON) IOV, SAGs RV SAA ASIN Seid, OT Bee 24,376 23, 574 22,337 21,099 

ea a Te eee Sr rn 42,075 40,709 38,597 36, 484 

a ons veh aes 7 ee 60, 998 59, 094 55, 982 52, 869 

Boogie (Pitan): la Cis So kets ae, 144, 814 140, 364 132, 934 125, 504 

CON a a. oe ee ee ee ee ee 326,426 317,226 299, 683 282, 139 


Note (1) The old age security tax of 1 per cent of taxable income (maximum tax $30) in 1952 and 2 per cent of tax- 
able income (maximum tax $60) in 1953 is payable in addition to above amounts. 


(2) The above figures show the actual income tax liability of a taxpayer with family allowance children but 
in order to arrive at his true net position the amount of family allowances received for his children must 
be offset against his tax liability. 


(3) In calculating the above taxes it has been assumed that where incomes are in excess of $30,000, that part 
of the income which is in excess of $30,000 is from investments, but no account has been taken of the tax 
credit for dividends from Canadian corporations. 


For some years I have expressed concern 
over the high level of taxes on corporate 
profits. It seemed appropriate, therefore, 
that part of the amount available for tax abate- 
ment should be applied in this direction. At 
present the tax, excluding the old age secur- 
ity tax of 2 per cent, takes 20 per cent from 
the first $10,000 of profit, and 50 per cent 
from the excess over $10,000. In the first 
place it is now proposed to increase from 
$10,000 to $20,000 the bracket to which the low 
rate applies. This, it seems to me, is a useful 
way to give relief to relatively small busi- 
nesses which generally have to do their 
financing out of their own earnings. 


While by far the greater part of our cor- 
poration tax revenue comes from large cor- 
porations, the small corporations are by far 
the most numerous. All corporations, of 
course, both large and small, will be affected 
by this widening of the low tax bracket. It 
is estimated that as a result of increasing the 
$10,000 figure to $20,000 fewer than 30 per 
cent of our corporate taxpayers will in future 
be paying the standard rate of tax or, stated 
another way, about 70 per cent of corporate 
taxpayers will pay not more than the low rate 
on all their profits. 

My second recommendation in this field 
is for a moderate reduction in tax rates. I 
propose reducing the standard rate of cor- 
poration tax from the present 50 per cent 
rate to 47 per cent, and to apply an 18 per 
cent rate instead of the present 20 per cent 
rate to the first bracket which, as I have said, 
will in future be $20,000. As a result of 
these two changes the new rate structure 
applying to profits earned on and after Janu- 
ary 1, 1953, will be 18 per cent, plus 2 per 
cent old age security tax, on the first $20,000, 
and 47 per cent plus 2 per cent on profits in 
excess of $20,000. It is estimated that as a 
result of these changes in the corporate tax 
structure the revenue loss for a full year 
will be about $120 million, and for the com- 
ing fiscal year about $85 million. 

In 1949 provision was made in the Income 
Tax Act for a credit against personal income 
tax of 10 per cent of the dividends received 
from Canadian tax-paying corporations. At 
that time I said this was a first step in deal- 
ing with the situation under our present tax 
structure where, after taxing corporate profits 
at a very high rate, the individual is required 
to pay at graduated rates on the dividends 
paid out of corporate profits. I now propose 
a second step of the same length and in the 
same direction. That is to say, for dividends 
received in the calendar year 1953 and there- 
after the tax credit will be increased from 10 
per cent to 20 per cent. Canada is fortunate 
these days in being able to attract enterpris- 
ing foreign capital. This is desirable and we 
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welcome it. At the same time it would seem 
to be a good thing if Canadians were encour- 
aged, where they can safely do so, to join 
in a wider participation of equity ownership 
in the expanding industrial wealth of our 
country. This dividend credit of 20 per cent 
should, I think, be of considerable assistance 
in encouraging our people to increase their 
stake in*”Canada’s future. “Gn a full year 
basis this addition to the tax credit is estim- 
ated to cost $20 million in revenue, and $12 
million for the coming fiscal year. 


During the past year or so there has been 
considerable discussion in this house and 
elsewhere regarding the income tax deduc- 
tion for medical expenses. At present the 
law recognizes unusual medical expenses, that 
is, expenses in excess of 4 per cent of the 
taxpayer’s income. The government has been 
urged to consider removing this 4 per cent 
floor and, in effect, to allow a deduction for 
usual as well as for unusual medical expenses. 
Ass the house knows, I have given very careful 
consideration to this widely-supported pro- 
posal. Quite recently in speaking on the 
resolution dealing with this subject, spon- 
sored by the hon. member for Winnipeg North 
Centre (Mr. Knowles), I gave my reasons for 
not being able to recommend complete 
removal of the 4 per cent floor. I shail not 
repeat these reasons now. At that time, 
however, I promised to look further into the 
question of the level of the floor and to con- 
sider whether some lowering of it might be 
justified. My colleague, the Minister of 
National Health and Welfare (Mr. Martin), 
has also considered this matter and has 
carefully reviewed the latest statistical data 
in this field. From this review he concludes 
that while the broad field of medical expenses 
as commonly understood may on the average 
be at least 4 per cent of income—it is 5 per 
cent in the United States—it would appear 
that the range of medical expenses which 
would qualify for inclusion in the deduction 
under the Income Tax Act would not on the 
average exceed 3 per cent of income. On the 
basis of this further consideration of the data 
it is now proposed that the 4 per cent floor 
in the present law be lowered to 3 per cent 
with effect this year. This move is estimated 
to cost about $10 million on a full year basis. 

There are quite a number of other income 
tax matters which deserve mention. For 
example, it is proposed in future to allow 
parents to claim a deduction for dependent 
children attending university even though the 
children are over 21 years of age. The figure 
of $600 now prescribed as the upper limit of 
income which a dependent may earn and still 
be regarded as a dependent will be increased 


to $750. Expense allowances for elected 
municipal officials will be made deductible 
for income tax purposes if they conform with 
the limits established in respect of the allow- 
ances for federal and provincial elected 
members, that is, they will qualify to the 
extent that they do not exceed one-half the 
amount payable by way of salary, indemnity 
and other remuneration. Special provision 
will be made to alleviate the tax on refunds 
paid out as a result of reorganizations of 
pension plans. This will apply, of course, in 
the case of the Canadian National Railway 
pension plan reorganization which has been 
of interest to many hon. members. 

During the past year certain other features 
of the income tax have given rise to consider- 
able concern. The subjects are quite techni- 
cal and, accordingly, they are not appropriate 
for full elaboration in the budget speech but 
I should like to comment briefly on some of 
them. For example, the income tax appeal 
board in a number of cases involving the 
sale of tickets for goods or services to be 
delivered or performed in the future have 
dismissed appeals against assessments which 
disallowed claims for certain so-called 
reserves. In the meantime this general ques- 
tion has been given careful study, and while 
I cannot here go into all the details I can say 
that I believe a proper solution has been 
found for most of the problems of this sort. 

The taxation of interest on bonds sold 
between the dates on which interest is pay- 
able has caused some concern in the financial 
world and various briefs from national 
organizations have urged consideration of this 
problem. Amendments will be made which I 
think will take care of this problem 
satisfactorily. 

Numerous complaints have been received 
in past months from persons who have 
incurred considerable tax liability through 
the acquisition by certain companies of their 
outstanding preferred shares. Under the law 
this premium over the par value paid in the 
purchase price is taxable income to the seller. 
It has been established that on selling these 
shares people were not aware of the fact 
that the issuing company was the actual pur- 
chaser of the shares. In order, therefore, to 
make sure that the law has not operated 
unfairly in these circumstances it is proposed 
to repeal, effective January 1, 1949, this pro- 
vision which places a tax on the shareholder 
when a company acquires its shares at a 
premium other than upon redemption after 
notice. At the same time an amendment will 
provide that the amount of the premium paid 
by the company to shareholders upon acquisi- 
tion during the period covered by the retro- 
active repeal of this tax on the shareholder 


will not be allowed as a deduction by the 
company in computing undistributed income 
on hand. Where notice is given by a com- 
pany of the redemption of an outstanding 
issue the shareholders ordinarily can be 


expected to govern themselves accordingly. 


For the future it is proposed also to repeal 
the tax on premium received upon redemp- 
tion of preferred shares. I shall be recom- 
mending that henceforth any company paying 
a premium on redemption or acquisition of 
preferred shares must charge such premium 
paid against its tax-paid undistributed income 
on hand or, alternatively, pay a tax of 20 per 
cent on the amount of premium so paid to 
shareholders. 

Other recommendations in the income tax 
field will include the extension for an addi- 
tional year of the allowances now granted for 
mineral and petroleum expenses, including 
the special provision for deep-test wells. 
Also, an additional year will be added to the 
period within which, upon coming into pro- 
duction, new mines will be given a three-year 
exemption. 

In addition to the renewal of these allow- 
ances there are two new provisions which 
will be recommended and which, I think, 
deserve mention here. The first of these is 
that mining companies be allowed a deduc- 
tion in respect of oil or gas exploration 
expenses. This, I think, is a sensible proposi- 
tion having regard to the similarities in these 
two fields of natural resource development. 
For the future, therefore, these two groups 
will be combined for purposes of the allow- 
ances in respect of exploration expenses. It 
is hoped that the result of this amendment 
will be greater participation by Canadian 
capital in the oil and gas industry. 


The other proposal in this field is to include 
among deductible expenses the _ so-called 
bonus payments for leases which turn out 
to have been unproductive. The deduction 
will be allowed in the year of abandonment 
of the lease in respect of which the bonus 
was paid. This provision should considerably 
improve the competitive position among com- 
panies bidding for oil leases in our western 
provinces. 


The income tax amending bill will as usual 
contain numerous technical changes of which 
mention cannot be made here. To a large 
extent these changes follow upon representa- 
tions from responsible organizations and they 
are important in keeping our law up to date 
and as fair as possible. 


I shall be proposing no amendments this 
year to the Succession Duty Act. 


FEDERAL-PROVINCIAL RELATIONS 


I should now like to say something about 
the general problem of federal-provincial 
financial relations, because the budget speech 
has traditionally been the occasion for review- 
ing broadly the main problems in the field 
of financing the services of government. 


All federal states are inevitably faced with 
some conflict of jurisdiction between different 
levels of government. Just as inevitably the 
problem, in an ever-changing world, is bound 
to be a recurring one. No solution can ever 
be more than temporary. In view of the 
fundamental changes in the situation facing 
all levels of government in Canada which 
have taken place over the past few decades 
it is not surprising that federal-provincial 
relations should have thrust up new problems. 
The wonder is that our confederation instead 
of breaking down under the strains has gained 
strength and stability from decade to decade. 


May I illustrate what I mean by reviewing 
the situation confronting the federal govern- 
ment today. The budget I am presenting this 
evening—a peace-time budget mind you— 
calls for the collecting and spending of some 
$42 billion. Of the main items making up 
this total, over $2 billion is needed for 
defence. Interest on the national debt, which 
can be almost entirely ascribed to past wars, 
amounts to about $450 million. These two 
items taken together add up to more than 
$23 billion. Together they can be regarded 
as the price for international security. 

The general field of what might be called 
welfare expenditure absorbs about another 
billion dollars. This amount can be described 
as the current bill for social security. Thus, 
out of total federal expenditures of $43 
billion, $34 billion, or nearly three-quarters of 
the total goes towards maintaining either 
international security or social security. If 
now we look back to federal budgets of, say, 
25 years ago these two items which today 
absorb $34 billion, or nearly three-quarters of 
our total expenditure, were scarcely in the 
picture at all, or were small according to 
present-day standards. 

If the federal budget of today consisted 
only of the sort of expenditure which, under 
the prevailing ideas of only a few short years 
ago, was regarded as all that was necessary 
or proper for the federal government to 
undertake, I could come very close to bal- 
ancing my budget if I had only at my 
disposal the traditional nineteenth century 
sources of the federal government revenue 
which were liquor, tobacco and customs 
duties. In such a situation I could probably 
with safety recommend the complete repeal 
of all federal income taxes on individuals 
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and corporations. The general sales tax of 
10 per cent, and the 15 per cent excise taxes, 
along with succession duties, could all be 
wiped out. These fields of taxation then 
could all be left to the provinces. Under 
these conditions there would, I think, be no 
very difficult problems in the field of federal- 
provincial financial relations. 


If the federal government did not have to 
tax to obtain $34 billion for defence, welfare 
and war debts, the tax fields would certainly 
not be so crowded. There would, I think, be 
ample room for the provinces, certainly for 
the more wealthy ones. I am not so sure, 
however, that even this would enable all 
provinces to finance their requirements inde- 
pendently of the federal treasury. 


I do not believe the majority of the people 
in any province of Canada would favour 
discontinuing the present Dillion dollar 
nation-wide program of welfare expenditure. 
Nor do I believe that in any province the 
majority of the people would have had the 
federal government do otherwise than 
embark, in common with other countries, 
upon a defence program of the present pro- 
portions against communist aggression. If I 
am right in this belief, then it seems to me 
that the federal government should scarcely 
be blamed if the expansion of provincial 
taxation has become more difficult. Of course 
the extent of federal taxes does make sub- 
stantial tax increases by provincial govern- 
ments more difficult. No royal commission is 
needed to discover this truth. I have good 
reason to know the sort of problems which 
provincial ministers of finance have to face, 
and I think they know that they have my 
sympathy. 

But no group of men at Ottawa is respon- 
sible for this problem. It finds its origin in 
the will of the majority of the people of the 
ten provinces which, of course, is Canada. No 
one in Ottawa has any liking for centraliza- 
tion as a principle or objective. No one 
wishes to deprive provincial governments of 
their rights or, to take over their responsi- 
bilities. No one has any desire to aggravate 
the already difficult problems facing  pro- 
vincial governments which, in common with 
the federal government, have to meet the 
rising demands for government expenditure 
in a democratic country. 

The government at Ottawa over the past 
20 years has done its utmost to find fair and 
reasonable solutions from time to time over 
this period when, because of desperate con- 
ditions or swiftly changing events, the old 
workable pattern of federal-provincial rela- 
tions has become so obviously inadequate. 


In the late 1930’s the federal government 
appointed the Rowell-Sirois commission to 


make an exhaustive study of all aspects of 
federal-provincial relations. This commission 
made a very thorough and penetrating study 
and its recommendations were far-reaching. 
They were found to be not acceptable to the 
provinces. Perhaps some on re-examining 
these proposals today would conclude that 
they were too drastic and did call for a sur- 
render of some provincial jurisdiction. 


The rejection of the Rowell-Sirois recom- 
mendations of course left the federal minister 
of finance, the Right Hon. J. L. Ilsley, under 
the necessity during the desperate days of 
the early 1940’s of speedily improvising some 
workable compromise for the war period. 
The good faith of the provinces and their 
willingness to co-operate in helping to find 
a proper solution was reflected in their accent- 
ance of the plan embodying the wartime tax 
agreements. 


After the war the problem was still there 
and the federal government put forward on 
its own account a comprehensive plan to take 
up where the wartime tax agreements left 
off. This plan was also unacceptable to the 
provinces. Again, it is possible to argue that 
this post-war plan attempted too much, too 
quickly. Undoubtedly it did propose a far- 
reaching overhaul of the status quo not only 
in revenue fields but in the expenditure pat- 
tern as well. 


Again Mr. Ilsley had to devise some tem- 
porary workable arrangement for the post- 
war era. 


As the house knows, his proposals took 
the form of optional agreements relating 
solely to taxes, known popularly as tax rental 
agreements. The virtue of this approach was 
that it was not dependent for success on the 
unanimous acceptance by all provinces. A 
cardinal principle in the offer was that no 
pressure, direct or indirect, should be placed 
on any province to accept an agreement. This 
has been a fundamental position in the federal 
government’s attitude ever since. 

In the present tax rental agreements, an 
undertaking is given that upon expiry of the 
agreement the federal government will allow 
a credit against its corporate income tax 
equal to 7 per cent of the profits earned by 
companies in that province. This, of course, 
is to enable any province to re-impose its 
own tax up to this 7 per cent level without 
penalty to corporations in that province. I 
now propose to increase the 5 per cent tax 
-eredit at present being allowed in our Income 
Tax Act in respect of profits in any province 
which has not entered into an agreement to 
this same level of 7 per cent. The general 
effect of this will be to place corporations in 
Quebec, which is without a tax rental agree- 
ment, on the same basis as those operating 
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in other provinces in respect of the burden of 
corporate income tax. The loss of revenue 
to the federal treasury in a full year will be 
approximately $17 million. 

The federal government has, I think, 
demonstrated its desire to avoid, wherever 
possible, encroaching upon tax fields used 
by the provinces. After the war, for instance, 
we abandoned the taxes on gasoline, amuse- 
ments, pari-mutuels, and electric power 
because the provinces were depending upon 
the use of these taxes. I propose to make 
a further move of this sort and repeal the 
federal tax on the transfer of securities, a 
tax which is also imposed on a parallel basis 
by the two central provinces. 

This will mean a loss of revenue to the 
federal treasury of some $3 million per 
annum. 

One does not have to study for very long 
the problem of overlapping tax jurisdictions 
to realize there is no easy answer. A re-allo- 
cation of tax sources between the two levels of 
government does not seem to be a workable 
solution. This approach might be helpful 
if the various tax sources were of equal 
value to all provinces which, of course, they 
are not. Accordingly, in giving up tax 
sources sufficient for the needs of the wealthier 
provinces, the less well-off provinces would 
be left without enough to meet their require- 
ments. 

Some students of this problem have been 
attracted by the idea of straight fiscal need 
subsidies to less well-off provinces as a sup- 
plement to some undertakings or arrange- 
ments regarding the use of certain tax fields. 
This double-barrelled system would, I think, 
imply the unanimous acceptance by all prov- 
inces before it could be adopted. This might 
never be possible. . As a matter of fact, I am 
by no means sure if I were a provincial 
minister of finance that I would agree to such 
an arrangement. I am afraid I would find 
something repugnant in the idea that an out- 
side body—a board, council or commission— 
would be investigating provincial affairs and 
determining the size of the fiscal needs for a 
particular period which amount in turn would 
be the measure of the federal grant. 

In the United States, where they have the 
same problem to an acute degree, the ques- 
tion of federal-state relations has for many 
years been the subject of much painstaking 
study but nothing by way of a general solu- 
tion has been achieved. In the absence of 
any over-all plan, the majority of the states 
levy personal income taxes, corporation taxes 
and retail sales taxes. It is estimated, for 
example, that about 60 per cent of the tax 
revenue of the states is obtained from retail 
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sales taxes. Those who are at times critical 
of the Canadian situation might do well to 
examine the situation which obtains south 
of the line. 

After reviewing what other countries have 
accomplished, I must say that I think we 
have done reasonably well in Canada in work- 
ing out a common-sense method of accommo- 
dating federal-provincial financial relations 
to the major upheavals of the past few 
decades. 

Certain aspects of the tax rental agree- 
ments may, perhaps, cause some mild con- 
cern to the purely logical mind. The pattern 
for these agreements is found in no treatise or 
text book. No royal commission produced the 
formulae. The provisions of these agree- 
ments have been hammered out on the anvil 
of hard experience. Our approach has been 
essentially a pragmatic one and our solution 
is one which does lend itself to the practical 
realities of the situation in which it must 
operate. 

Mr. Speaker, I am afraid that I may have 
imposed on the patience and good nature of 
the house in commenting at such length on 
this subject. It is an important one, how- 
ever. It has deep implications for our exist- 
ence as a federal state. Our national unity 
must always be built on a foundation which 
gives practical effect to the constitutional dis- 
tribution of sovereign powers and administra- 
tive responsibilities between the central and 
the provincial authorities. 


I hope that the statement which I have 
made will have been of some value in clari- 
fying the issues, establishing the facts and in 
revealing the sincerity of the federal gov- 
ernment’s desire to work amicably toward 
reasonable solutions in this field of our rela- 
tions with provincial governments. 


CUSTOMS TARIFF 


The budget resolutions relating to the 
customs tariff which I am tabling contain 
proposals respecting certain tariff items where 
reductions in duty are desirable. In a number 
of cases I am proposing changes in wording 
and classification which would remove uncer- 
tainties, anomalies, and administrative diffi- 
cultes which have arisen. No increases in 
duty are proposed. 


Reductions in duty are proposed on par- 
ticular items which enter into the costs of 


production of our primary industries. I am 
proposing to add some additional items to the 
already extensive list of equipment and 
materials which enter duty free for use in 
agriculture. Reductions are proposed on two 
important categories of equipment used in 
the fishing industry, namely gasoline engines 
and wire rope. In the case of the mining 
industry the proposals include reductions on 
certain specialized equipment. 


I am proposing to widen somewhat the 
existing classifications under which universi- 
ties, schools and public hospitals may bring 
in scientific and medical apparatus free of 
duty. It is proposed also to extend the exist- 
ing classification which grants free entry to 
certain articles used for religious purposes. 
Finally, the customs tariff resolutions con- 
tain a proposal for the establishment of a 
new item under which personal and household 
goods acquired abroad by members of the 
Canadian armed forces may be entered free 
upon their return to Canada under certain 
conditions which are specified. 


COMMODITY TAXES 


I now turn to the field of commodity taxes. 
With some regret I have come to the con- 
clusion that I cannot this year recommend 
any change in either the general sales tax 
rate or in the special excise tax rate. Broadly 
speaking I believe we have achieved in this 
country a pretty sensible balance in our tax 
structure between direct and indirect taxes. 
I am aware, of course, how acceptable it 
would be if substantial tax reductions could 
be made in the field of commodity taxes, but 
it is quite clear that the moderate leeway at 
my disposal this year will not permit this to 
be done. 


While the general rate structure in these 
fields must be maintained, a few important 
changes can be accommodated without too 
great loss of revenue. A further reduction in 
the levy on cigarettes seems desirable. It is 
clear that following the reduction made last 
year there was a quite definite increase in 
cigarette sales which, from the point of view 
of the revenue collector, is very encouraging. 
Smuggling, I regret to say, is still a difficult 
problem. I have accordingly decided to 
recommend that the excise duty, and cor- 
respondingly the customs duty, on cigarettes 
be reduced by $2.00 per thousand which, for 
a package of twenty cigarettes, means four 
cents off. Not knowing in advance what 
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effect this further cut will have on the 
volume of consumption, or the amount of 
smuggling, it is impossible to estimate what 
the revenue loss from this move will be. A 
fair estimate is that it will not be more than 
$17 million. 


It is proposed to repeal the stamp tax on 
cheques, money orders and other instru- 
ments. This tax is definitely of the nuisance 
variety and I am sure that only the Minister 
of Finance, who has to forgo about $12 mil- 
lion of revenue, will mourn its passing. 


Another amendment, and one in which I 

am quite happy to join in acclaiming, will 
repeal the sales tax on books. I have been 
impressed with the breadth and sincerity of 
the representations for this action, and I have 
been convinced that it would be in the public 
interest to forgo the modest amount of 
revenue now received from this source. Con- 
currently with this repeal of the sales tax 
on books the tax will likewise be withdrawn 
from materials used in the production of 
magazines, books and newspapers. This will 
eliminate the difficult task we have had to 
wrestle with in recent years of drawing a 
clear and acceptable line between newspapers 
and magazines. 
_ Materials used in the manufacture of the 
list of foods now included in the schedule of 
exemptions will be freed from sales tax. 
Similarly a group of items which along with 
the so-called “consumable materials” are ex- 
pended in the process of production will be 
exempt from sales tax. 


All these changes in the sales tax will result 
in a loss of revenue of about $8 million. As 
usual it will be provided that all the above 
commodity tax changes will be effective from 
midnight tonight. In accordance with standard 
practice my colleague the Minister of National 
Revenue (Mr. McCann) has asked me to give 
notice that no claims for refunds arising out 
of tax reductions in respect of goods on which 
tax has been paid will be entertained. 

There will be a number of other minor 
amendments included in the bill amending 
the Excise Tax Act but these need not detain 
us here. 


There is one further subject on which I 
have important changes to announce. The 
government has been seeking a fair and effec- 
tive source of revenue for the national system 
of television broadcasting being developed by 
the Canadian Broadcasting Corporation in 
accordance with the general policy that was 
announced by the Prime Minister (Mr. St. 
Laurent). The government’s policy is to have 
the cost of the national television service paid, 
as far as that is practicable, by those who 


benefit from such service. It also wishes the 
C.B.C. to have a direct source of revenue, on 
which it can budget over a period, and not to 
be dependent upon annual appropriations to 
finance its. operations. We wish to empha- 
size that it is a separate corporate body, 
under the general control of parliament but 
not a part of the government. 


Television operations have just recently 
commenced and their development has been 
financed by loans specifically authorized in 
the estimates. It is now expected that, in 
addition to commercial television revenues, 
the C.B.C. will require about $6 million in 
the next fiscal year to meet operating costs 
of television, including interest on loans. 
This requirement will increase over the next 
few years, perhaps to about $10 million. 
Some part of these needs during the devel- 
opment period may properly be met from 
loans, and paid from future revenues, but 
we should start now with a plan to provide 
adequate revenues over the long run. 


It is therefore proposed that the Canadian 
Broadcasting Act should be amended to 
provide that the corporation should in future 
receive from month to month the amount of 
revenue yielded by the present 15 per cent 
special excise tax on television sets and 
the picture tubes for such sets, and on such 
parts and accessories for television sets as 
are taxable under the excise act. In this 
way those who buy sets, or the replace- 
ment tubes for them, will be providing the 
basic revenue necessary for C.B.C. tele- 
vision services. In order to make this plan 
effective, it will be necessary to revise the 
regulations to provide that tourists return- 
ing to Canada may not include as baggage 
eligible for free entry television sets or 
the picture tubes for use in them. 

Having decided upon this plan in regard 
to television, we have now come to the con- 
clusion that a similar transfer of the 15 
per cent special excise tax revenue can and 
should be made to assist in financing radio 
broadcasting, in place of the present licence 
fee. Although the continuation of this fee 
had been recommended by the Massey com- 
mission, experience has convinced us that it 
is uneconomical to collect such a small indi- 
vidual fee from such a high proportion of 
Canadian families, if any satisfactory alter- 
native is open. We believe that payment 
to the C.B.C. of the amount of revenue 
received from the 15 per cent special excise 
tax on radio sets and the taxable parts and 
accessories for them does provide a satis- 
factory alternative, at least for the next 
few years until the present statutory grant 
for radio broadcasting is reviewed at the 
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end of its five-year term. Consequently we 
are proposing that the broadcasting act 
should provide for this transfer of revenue, 
as well as that for television, and that the 
order in council under the Radio Act set- 
ting the present licence fees of $2.50 should 
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The net reductions in taxes which I have 
proposed amount to $237 million in this fiscal 
year, and to $361 million in a full fiscal year. 
Radio licence fees have never been treated 
as part of our tax revenue, but including the 
dropping of this item the full saving to the 
public in the coming fiscal year will be about 
$243 million. 


Of the tax reductions in the coming year 
$100 million is on the personal income tax, 
$97 million is on the corporate income tax 
and $40 million is on commodities. 


In a full year the reduction in the personal 
income tax will be $185 million, in the cor- 
porate income tax $136 million and in the 
commodity field $40 million. 


My revised forecast shows revenues at 
$4,473 million. My forecast of expenditures 
will, however, have to be increased to $4,462 
million to take account of the proposed trans- 
fer to the C.B.C. On this basis the forecast 
surplus is $11 million. As was the case last 
year, this is, of course, budgeting in fact for 
an even balance. 


That, Mr. Speaker, concludes the presenta- 
tion of my budget. This is the eighth budget 
which I have had the honour to bring down. 
The years covered by these budgets have 
been remarkable years. They have had their 
difficulties—serious difficulties—yet they have 
been years of sustained progress unmatched 
in our previous history. These achievements 
have been the collective achievements of the 
Canadian people—rapidly growing in num- 
bers—who have been busy about their own 
affairs, working, developing and exploring, 
saving and investing in the future. The task 
of government in these times has been to 
promote a healthy climate for sound develop- 
ment, to promote a climate in which both 
wealth and welfare can flourish, in which 
we can all enjoy the highest combination of 
freedom and security in both social and 
national terms. 


The record of this Liberal government in 
the past four years is one of which we can 
all be proud. We have expanded and improved 
our earlier programs of social welfare and 
we have introduced a sound system of 
universal old age security. We have provided 
large financial assistance to improved health 
services in every province. By our expan- 
sion of scientific services and technical sur- 
veys we have been steadily rolling back our 
frontiers. In reply to threats of external 
aggression we have played a significant role 
in developing an effective system of regional 
collective security and we have financed our 
proper share of its cost. We have balanced 
our budgets and reduced our public debt. 
The threatening surge of inflation has been 


halted, and indeed has been reversed. We 
have enormously improved, even if we have 
not wholly solved, the complicated relation- 
ships of federal-provincial finance, and we 
have done this in a growing atmosphere of 
goodwill and of mutual respect and under- 
standing. 

The outbreak of aggression in Korea com- 
pelled us for a while to reverse the steady 
march of tax reductions, but within 18 months 
we were able to resume our course. A year 
ago taxes were reduced by $146 million a year. 
This evening I have proposed further reduc- 
tions totalling $361 million a year. This 
makes the very substantial total of $507 mil- 
lion of tax reduction in two years, and means 
that we have been able to withdraw two- 
thirds of the additional tax burden imposed 
in September, 1950, and April, 1951, and still 
earry our proper share of the costs of col- 
lective defence. 

This is a record of which I am frankly 
proud. It is a record of which we can all be 
proud, but those of us who have consistently 
supported the policies on which it has been 
based are perhaps entitled to a special sense 
of satisfaction. 

Mr. Speaker, I shall now table the resolu- 
tions which I will move when the house is in 
committee. 


THE INCOME TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend The Income Tax Act 
and to provide, amongst other things: 


1. That for the 1954 and subsequent taxa- 
tion years the graduated rates of tax at 
present applicable to income of individuals 
be reduced by substituting therefor the fol- 
lowing graduated rates of tax: 


(a) 15 per cent of the amount taxable if 
the amount taxable does not exceed $1,000, 


(b) $150 plus 17 per cent of the amount by 
which the amount taxable exceeds $1,000 if 
the amount taxable exceeds $1,000 and does 
not exceed $2,000, 


(c) $320 plus 19 per cent of the amount by 
which the amount taxable exceeds $2,000 if 
the amount taxable exceeds $2,000 and does 
not exceed $4,000, 


(d) $700 plus 22 per cent of the amount 
by which the amount taxable exceeds $4,000 
if the amount taxable exceeds $4,000 and 
does not exceed $6,000, 


(e) $1,140 plus 26 per cent of the amount 
by which the amount taxable exceeds $6,000 
if the amount taxable exceeds $6,000 and 
does not exceed $8,000, 


(f) $1,660 plus 30 per cent of the amount 
by which the amount taxable exceeds $8,000 
if the amount taxable exceeds $8,000 and 
does not exceed $10,000, 


(g) $2,260 plus 35 per cent of the amount 
by which the amount taxable exceeds $10,000 
if the amount taxable exceeds $10,000 and 
does not exceed $12,000, 


(h) $2,960 plus 40 per cent of the amount 
by which the amount taxable exceeds $12,000 
if the amount taxable exceeds $12,000 and 
does not exceed $15,000, 


G) $4,160 plus 45 per cent of the amount 
by which the amount taxable exceeds $15,000 
if the amount taxable exceeds $15,000 and 
does not exceed $25,000, 


(j} $8,660 plus 50 per cent of the amount 
by which the amount taxable exceeds $25,000 
if the amount taxable exceeds $25,000 and 
does not exceed $40,000, 


(k) $16,160 plus 55 per cent of the amount 
by which the amount taxable exceeds $40,000 
if the amount taxable exceeds $40,000 and 
does not exceed $60,000, 


1) $27,160 plus 60 per cent of the amount 
by which the amount taxable exceeds $60,000 
if the amount taxable exceeds $60,000 and 
does not exceed $90,000, 


(m) $45,160 plus 65 per cent of the amount 
by which the amount taxable exceeds $90,000 
if the amount taxable exceeds $90,000 and 
does not exceed $125,000, 


‘n} $67,910 plus 70 per cent of the amount 
by which the amount taxable exceeds 
$125,000 if the amount taxable exceeds 
$125,000 and does not exceed $225,000, 


‘o) $137,910 plus 75 per cent of the amount 
by which the amount taxable exceeds 
$225,000 if the amount taxable exceeds 
$225,000 and does not exceed $400,000, 


(p) $269,160 plus 80 per cent of the amount 


by which the amount taxable exceeds 
$400,000 if the amount taxable exceeds 
$400,000. 


2. That for the 1953 taxation year the 
graduated rates of tax applicable to income 
of individuals be the average of the present 
graduated rates and the rates set out in 
paragraph 1. 


3. That with respect to income of corpora- 
tions earned on and after January 1, 1953, 
for the present rate of tax of 20 per cent on 
the first $10,000 of taxable income and 50 


per cent on taxable income in excess of 
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$10,000 there be substituted the rate of 18 
per cent on the first $20,000 of taxable income 
and 47 per cent on taxable income in excess 
of $20,000. 


4. That for the 1953 and subsequent taxa- 
tion years the 10 per cent deduction from 
tax at present allowed in respect of dividends 
received from a taxable corporation by indi- 
viduals resident in Canada be increased to 
20 per cent. 


5. That the deduction from tax equal to 
5 per cent of the taxable income of corpora- 
tions earned in a prescribed province be 
increased to 7 per cent of taxable income 
earned in the province on or after January 1, 
1953, by corporations that are not subject 
to certain special provincial taxes. 


6. That for the 1953 and subsequent taxa- 
tion years the deductions at present allowed 
in computing taxable income of individuals 
in respect of medical expenses that exceed 4 
per cent of income of the individual be 
allowed in respect of medical expenses that 
exceed 3 per cent of income of the individual. 


7. That for the 1953 and subsequent taxa- 
tion years the deductions in computing tax- 
able income of individuals at present allowed 
in respect of dependent children under 21 
years of age be allowed in respect of depen- 
dent children of the taxpayer over 21 years 
of age if they are attending a university. 


8. That for the 1946 and subsequent taxa- 
tion years the provision that excludes expense 
allowances from income of a member of a 
provincial legislature be made applicable to 
expense allowances of elected members of 
the governing bodies of incorporated munici- 
palities. 


9. That the special deduction from income 
allowed to taxpayers whose principal business 
is production, refining or marketing of 
petroleum, petroleum products or natural gas 
or exploring or drilling for petroleum or 
natural gas, for expenses of exploring or 
drilling for oil and natural gas in Canada, 
be allowed for expenses incurred in the 
calendar year 1956; and that in addition a 
similar deduction be allowed to corporations 
whose principal business is mining or explor- 
ing for minerals, for expenses of exploring 
or drilling for oil or natural gas in Canada 
incurred in the calendar years 1953 to 1956 
inclusive. 


10. That the special deduction from income 
allowed to corporations whose principal busi- 
ness is mining or exploring for minerals, for 
expenses incurred in searching for minerals 
in Canada be allowed for expenses incurred 
in the calendar year 1956; and that in addition 
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a similar deduction be allowed to taxpayers 
whose principal business is production, refin- 
ing or marketing of petroleum, petroleum 
products or natural gas or exploring or drill- 
ing for petroleum or natural gas, for expenses 
of searching for minerals in Canada incurred 
in the calendar years 1953 to 1956 inclusive. 


11. That the special deduction from income 
and taxes allowed to taxpayers whose prin- 
cipal business is production, refining or mar- 
keting of petroleum or drilling for petroleum, 
for expenses incurred in respect of deep-test 
oil wells be allowed to those taxpayers and 
to taxpayers whose principal business is 
mining or exploring for minerals, for expenses 
incurred in respect of deep-test oil wells in 
1953 operations. 


12. That for the 1953 and subsequent tax- 
ation years a taxpayer whose _ principal 
business is production, refining or marketing 
of petroleum or petroleum products or 
exploring or drilling for petroleum or 
natural gas or mining or exploring for min- 
erals and who, having entered into an agree- 
ment on or after January 1, 1953, to pay an 
amount, other than a rental or royalty, to a 
government to acquire the right to take oil, 
gas or minerals from land in Canada, has 
paid all or part of the amount and before a 
well or mine comes into production on the 
land surrenders the right without receiving 
consideration therefor or repayment of any 
part of the amount so paid, be allowed to 
deduct the amount so paid in computing 
income for the year in which the right is 
surrendered. 


13. That the exemption of income from 
metalliferous or industrial mineral mines for 
the first three years of production be extended 
to mines coming into production during the 
calendar year 1956. 


THE EXCISE TAX ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Tax Act and 
to provide, amongst other things: 


1. That the 
repealed. 


securities transfer tax be 


2. That the stamp tax on cheques and 
certain other instruments be repealed. 


3. That the sales tax on the following goods 
be repealed: 


(a) books, printed and bound, which con- 
tain no advertising and which are solely for 
educational, technical, cultural or literary 
purposes, and materials used exclusively in 
the production thereof, but without limiting 


the generality of the foregoing, not including 
directories, price lists, time tables, rate books, 
catalogues, periodic reports, fashion books, 
albums, books for writing or drawing upon, 
nor any books similar to the foregoing excep- 
tions; 


(b) school and college year books and mate- 
rials used exclusively in the production 
thereof; 


(c) materials used exclusively in the pro- 
duction of newspapers; 


(d) materials used exclusively in the pro- 
duction of magazines and literary papers 
unbound, regularly issued at stated intervals, 
not less frequently than four times yearly; 


(e) materials for use exclusively in the 
manufacture of the goods enumerated in 
Schedule III under the heading “foodstuffs”; 


(f) materials which are consumed or 
expended in the manufacture or production 
of goods; 


(g) friction disc sharpeners; 


(h) goods enumerated in Customs Tariff 
items 436 and 697. 


4, That there be imposed, levied and col- 
lected an excise tax of fifteen per cent on 
tires and tubes in whole or in part of rubber, 
to be used on trailers or other wheeled 
attachments used in connection with self- 
propelled machines. | 


5. That there be imposed, levied and col- 
lected an excise tax of fifteen per cent on 
camera lenses, except those sold for indus- 
trial or professional photographers’ use. 


6. That there be imposed, levied and col- 
lected a sales tax of ten per cent and an 
excise tax of fifteen per cent on candy, choco- 
late and confectionery payable by persons, 
firms and corporations who package those 
goods for sale except where they are pack- 
aged by a retailer on his retail premises for 
sale therefrom to consumers. 


7. That any enactment founded upon this 
Resolution be deemed to have come into force 
on the twentieth day of February, nineteen 
hundred and fifty-three. 


THE EXCISE ACT, 1934 


Resolved, that it is expedient to introduce 
a measure to amend The Excise Act, 1934, and 
to provide, amongst ther things: 


1. That the excise duty on cigarettes weigh- 
ing not more than two and one-half pounds 
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per thousand be reduced from six dollars 
per thousand to four dollars per thousand. 


9. That the excise duty on cigarettes weigh- 
ing more than two and one-half pounds per 
thousand be reduced from eleven dollars per 
thousand to five dollars per thousand. 


3 That any enactment founded upon this 
Resolution be deemed to have come into force 
on the twentieth day of February, nineteen 
hundred and fifty-three. 


THE CUSTOMS TARIFF 


1. Resolved, that the Customs Tariff be 
amended to provide 


(a) that “machinery” shall not include 
motive power which when detached from the 
machine, will operate, and 


(b) that yarns, textiles and manufactures 
thereof shall not be regarded as being com- 
posed in part of specified materials unless 


those materials constitute over five per cent 
by weight thereof. 

2. Resolved, that Schedule A to the Customs 
Tariff be amended by deleting therefrom the 
following enumeration of goods and rate of 
additional duty of customs: 

Cigarettes weighing not more than three 
pounds per thousand—$2.00 per thousand. 

3. Resolved, that Schedule A to the Customs 
Tariff be further amended by striking there- 
cut tariff items 105c, 173, 272b, 272c, 280(2) 
and (3), 409c, 409e(i), Gi) and (iii), 409g, 409qa, 
4101, 410p, 410q, 412, 412a, 436, 440k(1), 442, 
442d, 476a, 478, 479, 538, 538a, 538b, 567b, 
657a, 681b, 691 and 696, the several enumera- 
tions of goods respectively, and the several . 
rates of duties of customs, if any, set opposite 
each of the said items, and by inserting the 
following items, enumerations and rates of 
duty in said Schedule A: | 


{ 
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FOREWORD 


The purpose of these Papers is twofold: 


1. to present a general economic review of 1952, bringing together in one 
place and in convenient form some of the more comprehensive 
indicators of economic conditions prepared by the Dominion Bureau 
of Statistics and other Government Agencies, together with brief 
comments; 


2. to present a preliminary review of the Government accounts for the 
fiscal year ending March 31, 1953. 
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The tables in this Budget Paper are based upon estimates provided by the 
Dominion Bureau of Statistics and other Government Departments. Some of 
the figures appear for the first time; others have been published elsewhere. All 
1952 estimates are preliminary and subject to revision. 
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THE NATIONAL ACCOUNTS 
NATIONAL INCOME, PRoDUCT AND EXPENDITURE 


NATIONAL INCOME is the total of the annual earnings of Canadian residents 
from the production of goods and services. As such it includes salaries, wages 
and other forms of employee earnings in cash or in kind, as well as military pay 
and allowances. It includes corporation profits, interest, net rent, and the net 
income of farmers and others who are in business on their own account. 


Gross NATIONAL Propwct is the value at market prices of all the goods and 
services produced in a year by the labour, capital, and enterprise of Canadian 
residents. It is measured by adding together the costs of production. Part of 
these costs of production are the factor costs or, more simply, the earnings of the 
factors of production, labour, capital and enterprise; and the total of these factor 
costs or earnings is National Income. Indirect taxes and other costs such as 
depreciation allowances also enter into the cost of goods and services although they 
do not form part of the income of Canadians. They are, therefore, added to 
National Income to obtain Gross National Product. Subsidies on the other hand 
may be regarded as offsets to costs of production and are therefore deducted. 


Gross NATIONAL EXPENDITURE measures the same aggregate as Gross 
National Product but in a different way. The goods and services produced in a 
year are either sold at home or abroad or added to inventories. Thus Gross 
National Expenditure is obtained by adding together all sales and adjusting them 
for imports and changesin inventories. While Canadian expenditure on imported 
goods and services is included in the total sales to consumers, to governments, 
and to business for capital account, it is not part of the disposition of Canadian 
production and is therefore deducted. But since foreign expenditures on Cana- 
dian goods and services, 7.e., exports, form part of the earnings of Canadians in 
the Gross National Product, they are included in Gross National Expenditure. 


GROSS NATIONAL EXPENDITURE 
IN CURRENT AND CONSTANT (1935-39) DOLLARS 


BILLIONS OF DOLLARS 1926 — 1952 BILLIONS OF DOLLARS 


Sk RB c= 


POPULATION OF CANADA 
N MILLIONS 
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NATIONAL INCOME AND PRODUCT 


Preliminary estimates indicate a gross national product of about $23 billion 
for 1952. After allowing for the fact that prices averaged somewhat higher in 
1952 than in 1951, it is estimated that the increase in terms of volume or real 
product was about 6 per cent. 


While these estimates of change in real product are only approximate, they 
indicate that 1952 was the third successive year in which the growth in real 
product was of the order of 5 to6 percent. For the three-year period, 1950-1952 
inclusive, the total gain has amounted to about 19 per cent, or In per capita 
terms to a little more than 10 per cent. This rate of gain in real product is 
more than double that of the preceding three-year period. 


As in 1951, a substantial part of the estimated increase in total real product, 
perhaps a quarter, was the result of increased agricultural production. This 
increase in agricultural product was almost entirely due to the record 
western grain crop since other branches of agricultural production did little more 
than maintain 1951 levels. There were also significant increases in the construc- 
tion industry, in transportation, communication and storage, in public utilities, 
in trade and in the service industries which together accounted for more than 
half of the total increase in real product. Manufacturing production appears 
to have been about 2 per cent above 1951 levels. 


The index of industrial production for the first eleven months of 1952 
shows a modest gain of 2 per cent over the comparable period of 1951; and for 
the year as a whole will probably be 3 per cent above 1951. But it is important 
to note that these averages obscure significant differences in the pattern of 
industrial activity in the two years. The year 1951 started off very strongly and 
the index of industrial production reached a peak of 237-3 in June, from which 
point it declined steadily to a low of 211-6 in December. In the year 1952, on 
the other hand, the index of industrial production rose steadily from 212-1 in 
January to 248-1 in November, or by 17 per cent. In other words, the index of 
industrial production is estimated to have ended 1952 at about 3 per cent above 
the year’s average of 233, while in 1951 it ended the year about 7 per cent 
below the year’s average of 226-5. 


TABLE 1 
NATIONAL INCOME AND GROSS NATIONAL PRODUCT 


Prelim. 
1949 | 1950 | 1951 | 1952 


(Millions of Dollars) 


1, Wages, salaries and supplementary labour income. 7.761 8,324 9,732 10,855 

2. Military pay and allowances...............00.0-05. 115 137 201 270 

G.  LRVOREIMO RE ARCOMIO) Be ef vou nd sacs Sods 6B o's an 2,445 3, 148 3, 667 3,746 

4. Net income of unincorporated business— 

(a) farm operators from farm production!...... 1,504 1,507 2,116 1,861 

(b) non-farm unincorporated business........... 1,369 1,493 1,568 1,575 

5. National Income (1+2+3+4-4).............0.00000. 13,194 14,609 17,284 18,307 

6. Indirect taxes less subsidies...................... 1,830 2,018 2,461 2,704 

7. Depreciation allowances and similar business costs 1,437 1,619 1,820 1,991 

8. Residual error of estimate........................ +1 —29 —117 Pig 
9. Gross National Product at Market Prices 

toe malic cl Lament, Sey ee samemne! lnermon rt 16,462 18,217 21,448 22,984 

10. Index of G.N.P. in Constant Dollars............. 100 106 112 119 


re te ee ey ee 


1 Includes undistributed Wheat Board tradin 


calendar year basis for grain held by Wheat Pontae profits, and inventory valuation adjustment on a 
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The increase in labour income, the largest component of national income, 
is estimated at $1123 million for 1952—$100 million greater than the increase in 
national income itself. As a percentage of national income, labour income rose 
from 56 per cent in 1951 to 59 per cent in 1952. For the year as a whole, total 
salaries and wages increased by 12 per cent over 1951 and the increase was 
continuous throughout the year. Most of the gain was due to higher earnings 
Breer was also an expansion of about 3 per cent in the number of paid 
workers. 


Despite the record western grain crop, net farm income showed a decline of 
about 12 per cent from the very high level of 1951, but remained 24 per cent above 
the levels of 1949 and 1950. This was largely the result of lower prices for 
livestock. A special factor in the decline in Canadian livestock prices was the 
loss of the United States cattle market following the outbreak of foot and mouth 
disease in Western Canada; but even before this outbreak, the downward trend 
in United States meat prices was reducing the yields to Canadian livestock pro- 
ducers. The impact of this downward movement in market prices was mitigated 
by federal government price support action. 


Investment income is estimated to have increased by 2 per cent in 1952 
compared with increases of 16 per cent in 1951, 29 per cent in 1950 and a decrease 
of 1 per cent in 1949. ‘This slower rate of growth in total investment income 
during 1952 can be ascribed to the estimated decline in corporation profits. 
Corporation profits constitute about two-thirds of total investment income and 
were very buoyant in 1950 and 1951. Such evidence as is available suggests 
that the trend in corporation profits is again upward from the lower levels 
reached in the latter part of 1951 and the early part of 1952. 


NATIONAL EXPENDITURE 


During 1952 the volume of Canadian production increased by 6 per cent. 
At the same time, the amount of inventory accumulation was much smaller in 
1952 than in 1951. Consequently the volume increase in goods and services 
used during 1952 for purposes other than additions to inventory was much 
closer to 9 per cent than to 6 per cent. This increase was distributed across all 
the broad categories of expenditure, but consumer expenditure and government 
expenditure together absorbed about 80 per cent of it. 


TABLE 2 
GROSS NATIONAL EXPENDITURE 


2 3 Prelim. 
1949 | 1950 | 1951 | 1952 


(Millions of Dollars) 


1, Personal expenditure on consumer goods and services 10, 963 11,994 13, 234 14, 290 
2. Government expenditure on goods and services. 2,128 2,326 3,201 4,211 
3. Gross domestic investment— 

(a) plant, equipment gnd: hogsing: .. ot a5 + be 2,968 3,216 3,810 4,138 

(b) change in inventories..................... 231 980 1,620 176 
4. Eixports of goods and SCrvices?.o. uu. oenid ads mec 4,011 4,185 5,099 5, 650 
}. Limmports of poods and sérvices!?. . bh... ic. Seinen e: —3,837 —4,514 —5,633 —5,500 
6. Residual error of estimate...............0..ee000-- —2 +30 +117 +19 
7. Gross National Expenditure at Market Prices 

(1424-34445)... cece ccc cece cece eee 16,462 18,217 21,448 22,984 
8. Index of G.N.E. in Constant Dollars.............. 100 106 112 119 


1 Minor adjustments have been made to the figures of current receipts and payments shown in Table 
11 and in ‘‘The Canadian Balance of International Payments, 1926 to 1951’’, Dominion Bureau of Statistics, 
to achieve consistency with the other component series. 
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Consumer expenditure rose from $13,234 million in 1951 to $14,290 million 
in 1952, an increase of 8 per cent in value and 6 per cent in real terms. This 
is in sharp contrast with the year 1951 when consumer expenditure in real 
terms remained almost constant. As noted above, however, there was in 1952 
a much smaller drain on production for purposes of increasing inventories than 
in 1951. The expansion in consumer expenditure, and in defence expenditure, 
and capital investment as well, may be thought of in part as replacing the demand 
for inventory accumulation which fell so sharply. 


About two-thirds of the $1,010 million increase in government expenditure 
on goods and services was the result of the increase in defence spending. In 
real terms the increase in defence and non-defence spending on goods and 
services was a little larger than the increase in consumer expenditure. Invest- 
ment in plant, equipment and housing increased by $328 million, an increase 
of 9 per cent in value and 5 per cent in volume. Inventory accumulation as a 
whole was lower than at any time since 1949. There were large increases in 
both the value and volume of farm inventories and grain held in commercial 
channels but the value of business inventories declined during the year. 
However, this decrease in the value of business inventories was the result of 
lower prices rather than a volume reduction. 


PERSONAL INCOME AND ITS DISPOSITION 


For the purpose of showing the relationship between the incomes, spending 
and saving of Canadians, Personal Income is a more useful concept than 
National Income. 


Personal Income differs from National Income in a number of ways. It is 
defined as the sum of current receipts of income regardless of whether these 
receipts are earnings from production. ‘Thus it includes only that part of 
corporation profits which is actually received by Canadian persons as dividends. 
Similarly deductions must also be made from employees’ total earnings for 
unemployment insurance contributions or pensions contributions which, although 
forming part of the compensation for services performed, are not actually received 
by the employee within the year. On the other hand, transfer payments such as 
family allowances, old age pensions, veterans’ benefits and charitable contribu- 
tions of corporations, are part of personal income although they are not pay- 
ments for services and, therefore, do not form part of National Income. 


A special adjustment is necessary for farm income since the farmer does 
not receive full payment for his grain at the time it is delivered to the Wheat 
Board. An initial payment is made upon delivery and subsequent payments 
are determined on the basis of the price realized by the Board. Thus for a time 
a part of the farmer’s income accumulates with the Wheat Board. For purposes 
of national income, net farm income is shown in Table 1 on an accrued basis 
and includes income accumulated with the Wheat Board on behalf of farmers. 
For purposes of personal income, however, an adjustment is necessary to 
exclude such accumulated income and to include only the disbursements of the 
Wheat Board whether in respect of current or prior years’ deliveries. 
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Total personal income rose by $1,294 million or 8 per cent during 1952 
despite a substantial decline in farm income from its record 1951 level. This 
increase in personal income was almost wholly a gain in real income since 
consumer prices as represented by the consumer price index averaged only 2-5 per 
cent higher than in 1951. The gain in real income was somewhat greater in 
the latter part of the year as prices continued a gradual downward movement 
while incomes continued to expand. 


TABLE 3 
SOURCES OF PERSONAL INCOME 


Prelim. 
1949 | 1950 | 1951 | 1952 


(Millions of Dollars) 


1. Wages, salaries and supplementary labour income. . 7,761 8,324 9,732 10, 855 
Deduct: Employer and employee contributions to 
social insurance and government pension funds. — 239 —256 — 302 —328 
2a Military pay and allowances.......).....66s0.-0hs- 115 ey 201 270 
3. Net income received by farm operators from farm 
HIMaeetin I Tio. ae ee 1,600 1,406 2,174 1,877 
4. Net income of non-farm unincorporated business... 1,369 1,493 1,568 1,575 
5. Interest, dividends and net rental income of per- 
BOON pi idctas» Pena eee | A coc eae tah: 1,157 1,299 1,403 1,484 
6. Transfer payments to persons (excluding interest )— 
(Ay erOUr COVErDMIONG. ccc ads «cass eee 2 950 1,032 1,022 1,358 
(b) charitable contributions made by cor- 
OTA GHEE. cnc. sc ae CECA aw so ae 20 25 29 30 
(c) net bad debt losses of corporations....... 21 23 25 25 
7. Personal Income (1+2+3+4+54+6).............. 12,757 13,483 15,852 17,146 


1 Excludes undistributed profits of the Wheat Board and an inventory valuation adjustment on a 
calendar year basis for grain held by the Wheat Board. 


2 Includes all government debt interest paid to persons. 


The increase in personal income was due in the main to two factors, the 
steady expansion in salaries and wages and the beginning of the old age security 
payments. About 85 per cent of the increase in personal income was the result 
of the 12 per cent rise in labour income net of employer and employee contribu- 
tions to social insurance and government pension funds. Government transfer 
payments rose by $336 million, two-thirds of which was accounted for by the 
increase in old age security payments. Military pay and allowances were $69 
million higher, or 34 per cent above the 1951 level. 


Net income received by farmers declined by 14 per cent from the record 
level of 1951 but was about 25 per cent above the average of 1949 and 1950. 
The decline in farm receipts was mainly the result of lower prices for agricultural 
products, although lower Wheat Board disbursements were a contributing factor. 
As mentioned above, the volume of agricultural production was considerably 
higher than in 1951. Income of unincorporated business other than farming is 
estimated to have increased slightly. Dividends paid out by corporations 
decreased somewhat but investment income from other sources was higher. 
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TABLE 4 
DISPOSITION OF PERSONAL INCOME 


Prelim. 
ec: 1949 1950 1951 1952 


(Millions of Dollars) 
1. Personal direct taxes— 


(a) income taxGS....... 60. cab sn. «Selo even trae 677 612 891 ja ea 
(b) succession duties............0cseee esse ceeeees 55 66 69 69 
(c) miscellaneous taxes............--eeee ee ee eee 57 62 67 v2 

TPOtACIPOCE CAXON 220 ne Beeman sale © = 789 740 1,027 1,318 


2. Personal expenditure on consumer goods and 
services— 


Goods— 
(a) SIGU-GMERIDLOL 5,. afeo:s asia s.c/cie aeons + «> Game 6,799 bak 7,904 8,397 
(93) shy |e.) SRO Re SAR REIMER tsi SZC SR Sg 1,084 1,347 1,399 1, 567 
SOPVICGS ec ciic este. cleish s.din ole acdisia +t AR Beasts See 3,080 3,440 3,931 4,326 
Total consumer expenditure............... 10, 963 11,994 13, 234 14, 290 


3. Personal saving— 


(a) personal saving excluding farm inventories.... 1,077 618 e207 1,295 

(b) change in farm inventories.................-. —72 131 354 243 
Total personal saving...............0.05. 1,005 749 1,591 1,588 

4. Personal Income (1+2+3).....................00. 12,757 13,483 15,852 17,146 


There were also significant differences from 1951 in the disposition of 
income. Payments for personal direct taxes increased by $291 million or 28 per 
cent. This was partly because of the fact that it was the first full year for which 
the higher rates imposed after Korea had been in effect, but most of the increase 
can be attributed to the rise in incomes. 


While disposable income, or personal income after taxes, increased by 
$1,003 million, personal expenditure rose by $1,056 million. Thus Canadians 
enjoyed a substantially higher level of consumption in 1952 without materially 
affecting their rate of savings. In fact, if we deduct saving in the form of farm 
inventories, which is subject to special influences, the estimated $1,295 million 
saved in 1952 was higher than the amount saved in 1951. Personal saving, 
excluding saving in the form of farm inventories, was 8-2 per cent of disposable 


income in 1952 compared with 8-3 per cent in 1951, 4-8 per cent in 1950 and 9-0 
per cent in 1949. 


Purchases of durable consumer goods declined rapidly after the first quarter 
of 1951 and this situation continued until the spring of 1952. At that time a 
number of factors appear to have combined to cause an increase in retail sales. 
Consumer credit restrictions were withdrawn and the special excise taxes on 
certain goods were reduced. In general, the restraint in consumer buying over 
the preceding months had contributed to lower prices and this, together with 
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the rise in money incomes, resulted in a continuous increase in the buying po- 
tential. Moreover, the slower pace of spending during the preceding twelve 
months had probably created a new backlog of demand. At any rate, the 
increase in durable goods sales was such that for 1952 as a whole they exceeded 
1951 by 12 per cent in value and about 10 per cent in volume. There was a 
sharp increase in consumer debt associated with the pick-up in sales of durables 
which occurred in the last eight months of the year. In the non-durable group 
there were also sizeable increases in both food and clothing, and services 
continued to expand. After allowing for price changes, the volume of total 
consumer expenditure rose by about 6 per cent or in per capita terms by about 
3 per cent. 


DISPOSITION OF PERSONAL INCOME 
MILLIONS OF DOLLARS CALENDAR YEARS MILLIONS OF DOLLARS 
20000 20000 


16000 


PERSONAL DIRECT TAXES 


BEd PERSONAL SAVINGS 
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12000 ON TOTAL CONSUMER GOODS PERSONAL EXPENDITURE ON 12000 
AND SERVICES CONSUMER DURABLE GOODS 


8000 8000 


mB 4000 


1926 1930 1934 1938 1942 1946 1950 52 


SouRCE AND DISPOSITION OF SAVING 


Saving is the source from which investment expenditure is financed. Income 
arising out of production may either be spent or saved. At the same time pro- 
duction will be absorbed either by consumption expenditure, or by investment 
expenditure at home for new plant, equipment, housing, or additions to inven- 
tory, or by investment abroad. It is, therefore, possible to construct tables 
which show, on the one hand, the sources of saving and, on the other, the use 
of these savings to finance gross investment at home or investment abroad. 


In addition to personal saving which was mentioned above, there can be 
government saving and business saving. If, for example, governments have a 
surplus of revenue over expenditure, this surplus constitutes part of the nation’s 
saving, as presented in the national accounts. If there are government deficits 
they are an offset to the total of private saving by individuals and businesses. 
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During 1952 it is estimated that the nation as a whole saved $530 million 
less than in 1951, a decline of 11 per cent. This was not due, however, to any 
decline in the rate of private saving. But the total surplus for all levels of 
government combined dropped by $733 million or from $1,034 million in calendar 
year 1951 to $301 million in calendar year 1952. Thus the amount saved 
during the year by persons and businesses, although substantially unchanged 
from 1951 in absolute amount, became relatively more important and constituted 
94 per cent of total saving in 1952 compared with 82 per cent in the previous 


year. 
TABLE 5 
SOURCES OF SAVING 


Prelim. 
fies 1949 1950 1951 1952 


a |} sf 


(Millions of Dollars) 


Par eG TIMUR ete va <:5 <.0c se 5. si0.+-acnie, ose ata ep oiey) ae 1,005 749 1,591 1,538 
Gross business saving—total............. cc eee ween eee 1,925 2,486 2,605 2,662 
(a) Undistributed corporation profits............. 607 791 771 707 
(b) Depreciation allowances...............eee00-- 1,437 1,619 1,820 1,991 
(c) Net bad debt losses of corporations........... —21 —23 —25 —25 


(d) Undistributed Wheat Board trading profits 
and inventory valuation adjustment on grain 


Hela DY) WHCARCDOATC (als... 1 cece ccceswees —96 101 —58 —16 

(e) Inventory valuation adjustment!.............. —2 —2 —3 5 
Adjusted government surplus (+) or deficit (—)?...... 440 691 1,034 301 
Residual errGron estimates: a.m . sete ss ulats Yous os. 1 —29 —117 —18 
Botals shtick eee ate lade oat 3s tees Shovl 3,897 5,013 4,483 


1 The adjustment has been made only to grain held in commercial channels. 
2 See Table 10. 
8 See Tables 1 and 2. 


Personal saving for 1952 is estimated at $1,538 million or almost 10 per 
cent of personal disposable income. It constituted 34 per cent of the nation’s 
total saving from all sources compared with 32 per cent in 1951. If saving 
in the form of farm inventories is excluded, personal saving was somewhat 
higher than in 1951. This fact, taken in conjunction with the rise in the volume 
of consumer expenditure, directs attention to the noteworthy improvement in 
real income which occurred during the year. 


In 1952, about 7 per cent of the nation’s total saving was made up of the 
combined surplus of federal, provincial and municipal governments compared 
with about 21 per cent in 1951. This reduction in government saving was 


entirely the result of the reduction in the federal surplus as estimated for national 
accounts purposes. 


It is estimated that our total receipts from abroad on current account 
exceeded our total payments by $150 million in 1952 and there was, therefore, 
a net increase of like amount in our foreign assets. This was in sharp contrast 
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to both 1950 and 1951 when there were substantial net inflows of capital from 
abroad. Thus the nation’s total investment in 1952 comprised not only gross 
domestic investment in plant, equipment and housing but a modest foreign 
investment or increase in our net foreign assets. These transactions are treated 
more fully in the section on the Balance of International Payments. 


TABLE 6 
DISPOSITION OF SAVING 


Prelim. 
—- 1949 1950 1951 1952 


—_—————— 


(Millions of Dollars) 


Gross domestic investment— 


Housing, plant and equipment.................4.. 2,968 3,216 3,810 4,138 
Chatieia-hrrontorisasscees rarer rrr 231 980 1,620 176 

Net increase in foreign assets (including foreign 
Seeman) SCINStOd', 4... «+ awd oocd ne cinaace mA’ 174 — 329 — 534 150 
Pepeciualierror of osbiishe ek oo ies ac csi ce sies + —2 +30 +117 +19 
EDL, ou See Wax aus Fb ea ek ee 3311 3,897 5,013 4,483 


1 Minor adjustments have been made to the figures appearing in Table 11. 
2 See Tables 1 and 2. 


Business saving consists for the most part of amounts set aside for de- 
preciation and of undistributed profits. The preliminary estimate of corporation 
profits before taxes indicates a reduction tentatively set at $120 million or 
about 4 per cent below the 1951 total. Since this decrease in corporation profits 
is larger than the estimated reduction in corporation taxes and dividend pay- 
ments, some decline in undistributed profits seems probable. However, it is 
too early in the year to estimate any of these aggregates with confidence. 


TABLE 7 
CORPORATION PROFITS, TAXES AND DIVIDENDS 


— 1949 1950 1951 Prelim. 
1952 
(Millions of Dollars) 
Corporation profits before taxes!.............0.0 ees 1,906 2,490 2,850 2,730 
Deduct corporation taxes?...... 00. .c cece eee eee —731 —1, 023 —1,418 —1,405 
Corporation profits after tax6gs...5. cise cate este ce. Tr, 175 1,467 1,432 Ryeeo 
Deduet dividends paid out®.... Sic. c cess uecees — 568 —676 —661 —618 
Undistributed corporation profits!..................5. 607 791 771 707 


1 Includes depletion charges and is adjusted for losses, and for conversion to a calendar year basis. 
2 Taxes paid or payable in respect of the calendar year’s income. (See Table 10). 

3 Includes charitable contributions made by corporations. (See Table 3 Item 6 (b)). 

4 See Table 5. 
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INVESTMENT AND CAPITAL EXPENDITURE 


It is estimated that investment in plant, equipment and housing amounted 
to $4,138 million in 1952, an increase of $328 million or 9 per cent over 1951. 
It was approximately 18 per cent of gross national expenditure in both years. 
The largest increase was in non-residential construction which was 17 per cent 
above 1951 in value and 10 per cent in volume. Housing rose by almost 3 per 
cent in value terms but after allowances are made for price changes the indi- 
cated volume was virtually unchanged. However, residential building activity 
rose markedly in the last half of the year with housing starts running at the 
annual rate of more than 90,000 compared with 70,000 for 1951. Investment in 
machinery and equipment was larger than in 1951 by 5 per cent in value and 4 per 
cent in volume but this increase was much less pronounced than the 27 per cent 


TABLE 8 
GROSS DOMESTIC INVESTMENT 


ooo FETT nanan aoo)—.—s_—5S5808080S 0 ———— 00 e—Eeewowona—*" 


——— 1949 1950 1951 Prelim. 
1952 
(Millions of Dollars) 

Housing, plant, and equipment—total!................ 2,968 3,216 3,810 4,138 
New residential construction ............c0e-+e00: 742 801 781 803 
Ophea w, COusKUCHOR 26. - cat. as s/s cae eh net « 903 1,026 1,260 1,476 
New machinery and equipment.................. 1,323 1,389 1,769 1,859 

Change minventortes—total?.2. i. 6m l. Oe oe Pate 231 980 1, 620 176 
Grain in commercial channels?.................-- —16 60 — 92 
PATI erent and TVeslOCK ies ccs sce 6 bee ae —72 131 354 243 
All-othier inventories®:. . 0082 PSY. 24444 SIVA, 319 789 1,266 —159 
Gross Domestic Investment?!................... 3,199 4,196 5,430 4,314 


1 Includes private businesses and institutions, and publicly owned public utilities. 
2 Value of physical change. 

8’ Change in value. Includes privately financed industrial and trade inventories. 
‘See Table 2, Item 3 and footnote to Table 9, p. 16. 


value increase of 1951. The most significant change in the pattern of invest- 
ment during 1952 was the much lower percentage of total production diverted 
to increasing business inventories. Business inventories are estimated to have 
increased by 1 per cent in volume compared with the 11 per cent increase of 
1951. In 1951 the large inventory build-up together with the increase in defence 
spending placed a considerable strain on the economy and absorbed about 
80 per cent of the increase in output for that year. In 1952, on the other hand, 
the decline in the rate of inventory accumulation freed production for other 
purposes and was great enough to make room for not only all of the increase 


in investment in plant, equipment and housing but more than one-half of the 
increase in consumer spending as well. 


. Table 9 gives an industrial distribution of business capital expenditures and 
brings them together with public capital outlays included under government 
expenditure in Table 2. The total of public and private capital expenditures 
increased by $545 million or 12 per cent during 1952. In real terms the increase 
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is estimated at 8 per cent. The most noteworthy feature of the 1952 capital 
programme was the increase in expenditure by those industries contributing 
directly to the defence effort and those engaged in developing the strategic 
natural resources of the nation. The increased emphasis on investment in large 
scale resource development projects became apparent after 1948. The demand 
generated by Western re-armament after the outbreak of war in Korea provided 
a further incentive for this type of development. At the same time government 
measures encouraged the deferment of less essential forms of capital investment. 


PUBLIC AND PRIVATE CAPITAL EXPENDITURE 
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During 1952 the increase in capital outlays in four groups, utilities, man- 
facturing, mining and government departments was slightly greater than the 
total increase in capital expenditure. Capital outlays by government depart- 
ments increased by $183 million or 31 per cent and accounted for one-third of 
the total increase in capital expenditure during 1952. Almost all of this increase 
was for federal government defence projects and for capital assistance to 
industries filling defence contracts. Capital expenditure in utilities, mining and 
manufacturing increased by $376 million or 20 per cent. Included in the sectors 
showing important gains over 1951 were new developments in iron ore mining, 
asbestos mining and oil well drilling. In manufacturing the largest increases 
were in chemicals, iron and steel, oil refineries, non-ferrous metals, transportation 
equipment and in electric apparatus and supplies. In the utilities group the 
largest single increase was in oil and gas pipe lines. Steam railways, telephones, 
central electric stations, water works and water transport also showed important 
gains. These increases were offset to some extent by significant declines in 
trade, finance and commercial services, and to a lesser extent in some manu- 
facturing industries catering to consumer needs. 
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TABLE 9 
PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


pee ee en 
CS ee 


ana 1949 1950 1951 Prelim. 
1952 


(Millions of Dollars) 


Agriculture and fishing’)? 34). AU. ARAN, 2% 419 473 515 566 
OE CROLY «a tas a ears es V sim ng UR + ale 5 ata» s1 26 34 58 35 
Mining, quarrying and oil wells..............-.sse005: 122 119 181 211 
BIABUISCDOLING Atchnies ss » ele cele ws « oc te Mine «eats 536 502 793 942 
Electric power, gas and water works...............-. 338 369 440 536 
Transportation, storage and communications.......... 341 351 460 561 
(Consteiction mncstryow.c.ecsts eae. < sehen oe a oe 55 71 66 iki 
Trade, finance and commercial services.............. 293 397 412 317 
EAR ETCN TIONS... SoMe coone 25s +s «ooh 29-5 ee ee 190 208 236 255 
ERG it a ois co ct nee ih ile vs dance es cr le, a 776 845 821 850 
Government BepartIMen teens ss sc0 cave es ces ceesaien sate 406 446 595 778 

Total Capital Expenditure!.................... 3,902 3,815 4,577 5,122 


Total Capital Expenditure as a percentage of 
Gross) National Expendituret...:.......issu.. 21-3 20-9 21-3 22-3 


Index of total Capital Expenditure in Constant 
DD OPER yc 2ds ce I oleh ood: RAW oss o's 2 WR 100 103 111 120 


1 For reconciliation with Gross Domestic Investment in Table 8, see below 


1950 1951 1952 


PuBLIC AND PRIVATE CapiTaL EXPENDITURE—Table 9............. 3,816) 4,577 5,122 
Depvuct: 
Provincial hospitals and schools, and municipal schools....... —107 -—130 -—156 
Government housing excl. C.M.H.C. rental housing........... —44 —40 —A47 
Direct government department outlays...............eeeecee: —446 -—595  —778 
NTA Ne EMA EL ig OR os wae va Uk Gn’ Hae do Oo seen —2 —2 —3 
ADD: 
Change in Inventories) }. 111. ACEI BSI Ba 01. BROT: 980 1,620 176 


Tota Gross Domestic Investment—Table 8................ 4,196 5,430 4,314 
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REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


In Table 10 ‘‘Government Transactions Related to the National Accounts’’ 
an attempt is made to bring together in one statement and under uniform 
headings, the activities of all governments in Canada on a calendar year basis. 


The table is designed to include only those transactions which have relevance 
for the National Accounts, and consequently the surpluses or deficits shown here 
do not agree with those shown in the various public accounts. It has been 
necessary to adjust the conventional accounting statements of fiscal year revenue 
and expenditure to exclude certain transactions such as those relating to 
reserves, write-offs, amortization, and other non-cash items, as well as the 
purchase and sale of existing capital assets; and to include the transactions of 
extra-budgetary funds such as unemployment insurance, old age security, 
workmen’s compensation and government pension funds. Government loans 
and investments, and debt retirement, are not included in government expendi- 
ture. 


In the federal accounts, some of the more substantial adjustments are as 
follows: elimination of reserve for possible losses on active assets, elimination 
of reserve for veterans’ conditional benefits, elimination of expenditures charged 
with respect to the assumption of Newfoundland debt in 1949, elimination of 
expenditures charged with respect to shipment from stocks of military equip- 
ment to N.A.T.O. countries, addition of expenditures out of Defence Equipment 
Replacement Account, elimination of write-down of active assets to non-active 
account, adjustment of corporation taxes to an accrual basis, inclusion of the 
change in inventories of government commodity agencies and the Defence 
Production Revolving Fund, adjustment of interest on the public debt from an 
accrual to a due date basis in 1952, and elimination of sales of war assets. In 
addition, the federal figures are adjusted to a calendar year basis by using the 
monthly figures published by the Comptroller of the Treasury. 


Municipalities are for the most part on a calendar year basis but the pro- 
vincial figures are based on the provincial fiscal years. Because of the lack of 
current information the 1952 figures for provincial and municipal governments 
involve a considerable element of estimation. 


Federal government expenditure on goods and services increased by $815 
million or 48 per cent in the calendar year 1952. About 84 per cent of this 
increase was the result of increased defence spending which rose from $1,149 
million in 1951 to $1,832 million in 1952. This increase in defence spending 
absorbed almost one-half of the nation’s total increase in real product in 1952. 
From the standpoint of direct use of resources, the significance of defence 
spending is also demonstrated by the fact that it constituted almost 75 per cent 
of the federal government’s total expenditure on goods and services in 1952. 
Excluding the increase in government held inventories, largely associated with 
price support, federal non-defence spending on goods and services rose by 7 per 
cent in value and perhaps 1 per cent in volume. The increase in provincial and 
municipal expenditure on goods and services for 1952 is estimated at a little less 
than 13 per cent of which about half is estimated to be due to price increases, 
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TABLE 10 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 
See ————————————————___TITTIEE TIRE GET 
etn ‘ Prelim. 
1949 | 1950 | 1951 | 1952 
evevalet ayan 4 oll Bares eee ceant y 
(Millions of Dollars) 
GovERNMENT REVENUE— 
Direct Taxes-=—Persous..s....0. secs dee eee oer ceases 789 740 1,027 1,318 
gederay, 22 .atrott ieeo-Rom raMto 674 612 891 1,177 
Ensue: and. Municipall.ic3. 5%. beets « + ale ets 3 — — _— 
i ties— 
SPORE ALM. 15s, AAAS AMON Lut 26 35 35 39 
Prowinciglendec! ): «> atienint aeaeeerner aie 29 31 34 30 
Miscellaneous— 
Federalio iia She SEL aR ERTL ab 7 i 6 7 
Provincial and Municipal................--006- 50 55 61 65 
Direct Taxes—Corporations............eeee cece ees 731 1,023 1,418 1,405 
I e— 
aneaonel FESRASD ISR es SOBEL... BTS 601 877 1, 230 1317 
PEGVIMCIONL «.. « SoEdS Us cind> ond has Inno (he ona 130 146 188 88 
Other Direct Taxes— 
Withholding taxes—Federal.................-005- 47 54 56 55 
CLEOC CRE AOS. so ie ate anssa his co oka ous aels De ed 1,907 2,081 2,594 2,794 
Re@derG 1.966 Re. de ees J acai, Lee oaks bast: 1,048 1,115 1,495 1,595 
Provincial aid Mumeipg!. ©... sadse cee es ass 859 966 1,099 1,199 
THVGSURICNU LHCOMG)  h rttes tr ce fr eens Seta 357 400 439 499 
TE QULOUR cid hvaia can Raa RM Ce i, SO Ra sho ons 110 134 152 195 
Provincial and Munieipal. 7.22.20... 22.20.44 a. 247 266 287 304 
Employer and Employee Contributions to Social 
Insurance and Government Pension Funds....... 239 256 302 328 
FOCAL Ns pein 5 Selslsiaw'ay achat > suns pala as 141 159 200 218 
Provincial and Municipal... .0....:.30) 79 98 97 102 110 
Transfers from Other Governments— 
Provincial and Munitipal 4)... 284. Ae, . 182 251 260 367 
Fotel’ Réventiosss 2, 2). POSS BUS). . oee 4,252 4,805 6,096 6, 766 
BIGCGIAL IN cc ytet on =; Ey See epee 2,654 2,993 4,065 4,603 
Provincial atid Municipal 2644. ...227TUORR . 1,598 1,812 2,031 2,163 
Deficit (or surplus—)................0 0c cc cece cece. —440 —691 —1,034 —301 
Poderat sr. A) eee of PICTON et —497 —683 — = 
Provincial and Municipal... ............0ccee0 57 ae se e 38 
Total Revenue plus Deficit (or minus Surplus).. 3,812 4,114 5,062 6,465. 
Bedemions 09140) Oey oc) 04. Dad gon ite: 2,157 2,310 
Provincial and’ Municipal... 0............... 1,655 1,804 + 008 2 135 


1 For reconciliation with Public Accounts Surplus, see page 19. 
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TABLE 10—Concluded 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


1952 


—_——————— See 


(Millions of Dollars) 
GOVERNMENT EXPENDITURE— 


Gobdamind Pia ren er Aes sb dow on Bo vee 2,128 2,326 3,201 4,211 
Federal— 
MUS geting. | BP eadenes Set lt now ime steeds amactlingls <i 361 493 1,149 1,832 
Noswefeneerr. Missa ei od Abie. PAs an 519 487 534 666 
Provincial ANG ANMIMCINA . 66 48 ooo «oars Shun « duet 1,248 1,346 1,518 iis 
AM EOI os in che hco nsdn. abiuiaiia +.3,>caieus finch eae 4 - 1,425 1,474 1,468 1,797 
CE NMS EARS LOE OS) on Se es, ne a a oe 1,022 1,019 987 1,378 
Provilicin, AUG MPUMICIAl Ste. Pec cc eat he 403 455 481 419 
SUICICLIC ATA: SSS. Kee ERE ns Toe eee ees 77 63 133 90 
a eee es we ke ot ee 73 _ 60 129 87 
Provincial and’ Mumictpal Ss fstso02 bs fe. Be. WA 4 3 4 3 


Transfers to Other Governments— 


ES, AR ES SAR, FRM ARNE, SRST 182 251 260 367 
Total Expenditure. cLxoino1d. fi Oui. asl. : 3,812 4,114 5,062 6,465 
bp a tape hd ean gear’ <8 LE, Aba ct the Men Mes act 2, hor 2,310 3,059 4,330 
Provincial and Municipal....................... 1,655 1,804 2,003 2,135 
1949 1950 1951 1952 
Reconciliation with Public Accounts Surplus: (Millions of Dollars) 
Federal Government calendar year surplus for 
national accounts purposes.................... 497 683 1,006 273 
Adjustments: 
Difference between calendar and fiscal year...... +311 —122 —300 +367 
Difference between corporation tax accruals and 
POW MEITEtG Te OCCINUS, (ur on ene nok as tee fee oe cae : —34 —183 —150 —93 
Hevemue 1pems OMiitbed 07 65.2 tes ls ee ba owen +62 +73 +67 +49 
Reserves, write-offs and non-cash items omitted 
PROUT ORDO MIUUT Ge oi... oslo eins ..e 9.« cantare eeiocnrs —154 —130 —167 —190 
Change in inventories of government commodity 
Meee oe oe ne Gs oe tenes une Gee vious hk +32 —19 —16 +77 
Shipment of military equipment to N.A.T.O. 
countries, less replacement.................-00- — —57 —70 —94 
Extra-budgetary funds for pensions and social 
SPEUPATICG ENOL). <. .ufskis > panne © eee Veber ee —68 —56 —126 +57 
Adjustment to place debt interest on a ‘‘due date’’ 
ESA ON to Pe UE RE —_— _— — —112 
Res aciustments. ..U9A2 .... cccce eo vee pee —50 —58 —33 —86 


Federal surplus for fiscal year as per public 
ROCCO SS Cos oe ee he COT EEN enas DOO 596 131 211 248 


(1948-49) (1949-50) (1950-51) (1951-52) 
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Federal transfer payments increased sharply from $987 million in 1951 to 
$1,378 million in 1952 or by 40 per cent. About two-thirds of this increase is 
accounted for by the commencement of federal old age security payments of $40 
per month to Canadians 70 years of age and over. There were also substantial 
increases in unemployment insurance benefits and veterans’ pensions, and a 
steady growth in family allowance payments. The combined total of provincial 
and municipal transfer payments declined because the assumption by the federal 
vovernment of the cost of old age pensions for those 70 years and over more than 
offset increases in other items. 


Federal government revenues did not increase as rapidly in 1952 as did 
expenditures. Thus, total federal revenues for the calendar year 1952 are 
estimated to have increased by $538 million compared with a rise of $1,271 million 
in expenditures. More than half of the increase in federal revenue came from 
personal income tax collections which rose by $286 million or 32 per cent. 
Higher incomes were the major factor in the higher yield of the personal income 
tax. At the same time, while the higher tax rates effective July 1, 1951 were not 
substantially changed in 1952, the average reduction of 6 per cent in tax rates 
being more or less offset by the addition of the old age security levy of 2 per cent 
on income, they applied in the latter year to a full twelve month period. In 
contrast to the large increase in personal income tax collections, revenue from 
corporation taxes was practically unchanged in 1952. There was an estimated 
increase of $87 million in accrued liability for corporation taxes at the federal 
level but this was more than offset by the decline in provincial yields. These 
offsetting changes were largely the result of Ontario’s withdrawal from the 
corporation tax field under the 1952 tax rental agreement and the change in the 
1952 tax rental agreements whereby the 5 per cent corporation tax previously 
levied by the provinces was absorbed into the federal tax structure. During 1952 
federal revenues from indirect taxes rose by $100 million or 7 per cent compared 
to an increase of $100 million or 9 per cent for provincial and municipal 


GOVERNMENT EXPENDITURES ON GOODS AND SERVICES 
AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 
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governments combined. At the federal level the 10 per cent sales tax applicable for 
twelve months instead of nine in the previous year and the expansion in consumer 
spending outweighed the reduction in certain excise tax rates which took effect 
in April, 1952. 


For all levels of government combined, indirect taxes exceeded direct taxes 
by 22 per cent in 1949, 15 per cent in 1950 and 4 per cent in 1951; but in 1952 
they were almost equal. 


As indicated above, federal expenditures for the calendar year 1952 
increased a great deal more rapidly than did revenues. Consequently the surplus, 
as calculated for national accounts purposes, fell from $1,006 million in the 
calendar year 1951 to $273 million in 1952. It constituted 6 per cent of the 
nation’s total saving in 1952 compared with 20 per cent in 1951. The combined 
surplus of all provincial and municipal governments is estimated at $28 million 
for 1952, unchanged from 1951. 


The federal surplus shown for National Accounts purposes differs sub- 
stantially from the public accounts surplus, not only because of the difference 
between the calendar and fiseal year, but because of other adjustments made to 
both revenues and expenditures to make the presentation consistent with figures 
shown for other sectors of the economy. A reconciliation table has, therefore, 
been appended to the government table which summarizes the major 
adjustments. 


GOVERNMENT DIRECT AND INDIRECT TAXATION 
AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 


PERCENT 19:39 sho 52 PERCENT 
30 30 
DIRECT 
25 INDIRECT PROVINCIAL@ MUNICIPAL 25 
KIERO S 
‘2 
BREE SEE ROBO 
oO x XO QOOOOOOEO 
Sean 0.8.0. CEB 550525 O55 5052 SS 
0.e. OY x 
bi S82 xs Se ectacetate <$ oo SKE SSooko ye SOS 4 20 
~, areceres ‘es SSX “ arareceren % 
6 SRK KIS o ves 5S SOO “<4 
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ecarerererenenes 
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SSO 
SoS 
15 
M505 
2505 
50, 010,000,0-O AM OOO Cee. necererene ecenecs eS ec0%e, SSS 10 
KORE RRR LKR res S509 ar, 
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Direct taxes include taxes on personal and corporate income,succession duties and personal fees. 
Indirect taxes include taxes on commodities, services,real property and business fees. 
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BALANCE OF INTERNATIONAL PAYMENTS 


When goods are exported, unless they are given away, they give rise to 
payments or debts in favour of Canada. Similarly, when goods are imported 
they give rise to payments or debts in favour of the rest of the world. Other 
transactions such as interest and dividend payments, the tourist trade, freight 
and shipping charges, also give rise to similar payments or debts in either direc- 
tion. ‘The difference between the debits and credits arising from these current 
transactions is referred to as the net balance of international payments on 
current account. When total debits exceed total credits within a year, as was 
the case in 1950 and 1951, Canada goes into debt to the rest of the world or the 
rest of the world pays off some of its debt to Canada. When total credits 
exceed total debits as was the case in 1952, the net position is, of course, reversed. 


TABLE 11 
BALANCE OF INTERNATIONAL PAYMENTS 


EstiMATeD CURRENT ACCOUNT BETWEEN CANADA AND ALL COUNTRIES 
(Millions of Canadian Dollars) 


— f Prelim 
1949 1950 1951 19522 
CURRENT CREDITS— 
Merchandise exports (adjusted)!.................. 2,989 3,139 3,950 4,325 
WNon-monetary SOM: weet. as eo Saat ce coe cane 139 163 150 150 
Traveliexpenditures > sehr ey: - cos aa. oe eae 286 275 271 
Interest and dividdnds.F4x% 2... /3Q0i0 Al. OMe 83 91 115 
Freight and shipping. aves . « jee evi aes Bates 303 284 337 1,175 
Inheritances and immigrants’ funds.............. 66 58 ‘ee 
Opher-cirrent receipts 20-7... 6... a70... oem 211 233 276 
LOPS LOCUS duion ae tees cos Saiticcus eet 4,077 4,243 5,176 5,650 
CurRENT Desits— 
Merchandise imports (adjusted).................. 2,696 3,129 4,103 3,825 
ELeavyel EXpenditures 0% 2 © +c oun ee cee cs 192 226 280 
Bnceresat and dividends....:... « ddan 390 474 447 
Pivight-and shipping: 2. . 2s lp eae ec 253 301 347 1,675 
Inheritances and emigrants’ funds................ 53 58 67 
Other current paynrentsyitccv ak acre ees so RO 306 384 456 
FOCAL Deis Se A ee Re RS Bo vanece 3,890 4,572 5, 700 5,500 


Net BALANCE ON CURRENT ACCOUNT...........-0000. +187 —329 — 524 +150 


1 Aid to N.A.T.O. countries under Defence Appropriation Act has been excluded. 
2 Details not yet available. 


ESTIMATED GEOGRAPHICAL DIsSTRIRUTION or THE Net BaLaANce ON CURRENT ACCOUNT 
(Millions of Canadian Dollars) 


SOO NOOO ORK LE ON 
—S——@—_—00@—0—oO°.00OOoaoOoOoOoOoOoeeee eee oo 


— 1949 1950 1951 1952 
se Canada and— 

ited States. ... . .oliph ae balsae tra 3t inte ceqbenred: —589 — 403 —955 Not 
Siped: Kingdom «. atte sie. sci sc ea sim e +439 +28 +220 yet 
Rest of the Sterling Area. ..............6.5.0.... +135 —23 —29 | Available 
Otter OLR Countriéae edhe ee +187 +109 +220 
Other Countries Wiese ere an +15 —40 +20 

AU Countries... ere ee +187 — 329 —524 +150 


ee ae eG he eo eee ieee 
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During 1952 there was a pronounced improvement in Canada’s overall 
balance of payments position. Exports increased in value by about 10 per 
cent and imports fell by about 1 per cent. After taking account of adjustments 
to these merchandise figures and of changes in the service and non-merchandise 
items, the current surplus for the year is estimated to be about $150 million, in 
contrast to the deficit of $524 million in 1951. 


A significant factor in the improvement of about $674 million in our current 
position was the change in the terms of trade, the ratio of export prices to import 
prices. Imports and exports both increased in volume by about 12 per cent in 
1952 compared with the previous year. However, 1952 export prices were 
only slightly below those prevailing in 1951, and the prices of imports declined 
by more than 12 per cent. Almost all of the change in the terms of trade was 
concentrated in the last half of 1951 and the first half of 1952. In recent months 
import and export prices have tended to stabilize, with the terms of trade 
remaining more or less constant. 


The change in the current account between the two years was also affected 
by the substantial prepayments in 1951 for military equipment for future deli- 
very. In 1952 actual imports of military equipment were larger than payments. 
Adjustments to the current account arising out of these prepayments tended to 
increase the size of the deficit in 1951, and improved the net balance in 1952. 
The deficit for the non-merchandise items in the 1952 current account was 
somewhat lower than in 1951. Higher net payments on travel account were 
more than offset by lower net payments for interest and dividends and for other 
current services. 


The sustained level of export prices, at a time when many world prices were 
declining, reflected the continuing strong demand for Canadian products abroad. 
Exports of wheat, newsprint and the base metals showed the largest gains 
during the year, although exports of some manufactures such as automobiles 
and trucks rose sharply. On the imports side, the main increases were in military 
equipment, machinery and other manufactures. Imports of some basic primary 
commodities such as wool and cotton were substantially lower than in 1951. 


BALANCE OF INTERNATIONAL PAYMENTS 
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Trade with the United States showed no pronounced changes, with exports 
to that country slightly higher in spite of the embargo on cattle and meat sales 
arising out of the foot and mouth outbreak. The outstanding change in the 
direction of trade was the rise in exports to overseas countries. Exports to the 
United Kingdom increased by over $100 million, and to other non-sterling 
markets by nearly $250 million. The net improvement in the current account 
was largely the result of increased sales to these overseas countries and some 
decline in the level of Canadian overseas imports. 


Direct investment in Canada and sales of new Canadian issues abroad 
amounted in magnitude to around $500 million, and provided a further element 
of strength in the balance of payments. However, the outward movement of 
capital, largely in the form of liquidations by non-residents of holdings of 
Canadian securities and the change in commercial accounts receivable and pay- 
able and in short-term balances, was even larger than the inflow for direct and 
long-term investment. There was also an increase in the official reserves of 
gold and U.S. dollars which rose during 1952 by $82 million, and reached a level 
of $1,860 million by the end of the year. The net outflow of capital which 
includes the increase in official reserves of gold and U.S. dollars, was of course 
equal to the current account surplus. 


The strength in the overall balance of payments position contributed to 
the rise in the exchange rate for the Canadian dollar during the year. From a 
position of approximate parity with the United States dollar in January 1952, 
the Canadian dollar appreciated to a premium of 4 per cent in September. 
Subsequently it declined slightly and ended the year at a premium of about 
3 per cent. The strong exchange rate tended to reduce the Canadian dollar 
prices of both exports and imports, and was an important factor contributing 
to the decline in the domestic price level. 


(Millions of Dollars) 


Carita, MovEMENTS Prelim. 
1950 1951 1952 
Loans to United Kingdom and other governments— 
DOPAC OPE ie oo cio lta ee hee oat OP lw sk Oe —50 —_ _ 
HOPAVINOULS. cdthicmeene nls cies oe ee eee +74 +68 +56 
Net reduction in the U.S. dollar debt of the Government of 
Canada (expressed in U.S. dollars).............ccccceee —50 _ — 


Increase (—) in official reserves of gold and U.S. dollars 


(expressed in U.S. dollars) PUMICE: 314.5 ere eiesie Ae ee _ —37 —82 

Other capital, including exchange adjustments, errors and 
OUMMSTONG. 72 Nese so ae st ME: cos oc thamecl ee ee +979 +493 —124 
HAF lad OOS I>: ES: OR +329 +524 —150 


* Equal in size but opposite in sign to net balance on current account. 
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TABLE 12 


CANADA’S OFFICIAL HOLDINGS OF GOLD AND U.S. DOLLARS 
(Millions of U.S. Dollars) 


Exchange Fund G Other 
Account and overnment Total 
Bank of Canada of Canada 


— Accounts 
Gold 
U.S. U:S; 
Gold and U.S. 
Dollars Dollars Tollars 

SRG LI UG oe RR REE OG Soe NENT Oe he ns co ee 204-9 33-8 22-4 261-1 

CC.) SLI GSO DED Ete ake ee rte clad as SME Pia 218-0 54-8 33-4 306-2 
pT ie FSS 0 RRS OSS ERNEST 136-5 172-8 20-8 330-1 
DIOS SL EL ee RE ESSE Cee ron sce c cee: 135-9 28-2 23°5 187-6 
DOOR GEST NS Ramee, | ulcers ee bk beeline a 154-9 88-0 75:6 318-5 
DEG AS1 SPOTS Sas. se ea wh bs aD ERO a 224-4 348-8 76-4 649-6 
Des 31 NRDSE SSS SEO. Ohashi oss cake one ee 293-9 506-2 102-1 902-2 
ae BL IS eee Soe le Oe okie ol baw e 3853-9 922-0 232-1 1,508-0 
or RS OC PS. TERS LE Se a ee 536-0 686-3 22-6 1, 244-9 
Dee. 31 StUeEse SEE oh beeen Oe dee Be a Oe 286-6 171-8 43-3 501-7 
DCF SY RI ee a hn he ee oe hoe es 401-3 574-5 22-0 997-8 
Dec. G1 Sieh ae. Ste he eh a ot 486-4 594-1 36-61 1,117-1 
Led ee ce re ck ys cs Hack + cae bas a's ooo o otha 580-0 1,144-9 16-6 1,741-5 
Teer Sree Be. Oe A. FG. Cao. Se. 841-7 899-5 37-4 1,778-6 
DOr odes led ee tes ee & ire ob ore tekstas amin 2 885-0 961-8 13-4 1,860-2 


1 Not including $18-2 million in United States dollars borrowed by the Government of Canada in 
August, 1949, and set aside for the retirement on February 1, 1950, of a security issue guaranteed by it 
and payable at the holder’s option in United States dollars. 


EMPLOYMENT AND EARNINGS 


Canadian labour income is estimated at $10-9 billion for 1952, an increase 
of 12 per cent over 1951. Although this rise in money income was considerably 
smaller than the 17 per cent increase in 1951, it was a more significant gain in 
terms of purchasing power. This is apparent from the fact that the consumer 
price index rose by 10-5 per cent from 1950 to 1951 but by only 2-5 per cent from 
1951 to 1952. 


The gain in labour income was common to all the broad industrial categories. 
Manufacturing, where about one-third of total labour income originates, showed 
a gain of slightly more than 10 per cent on the basis of ten months’ information. 
An increase of similar amount occurred in the next most important group, 
which includes public utilities, transportation, communication, storage and trade. 
The increase in the service industries was somewhat larger. The primary 
industries, on the other hand, recorded an increase of a little less than 10 per 
cent. By far the largest gain occurred in the construction industry which 
showed an increase of 24 per cent. 


To some extent the 12 per cent rise in total labour income during 1952 
was due to the expansion in employment. On a per capita basis the gains over 
1951 have therefore been somewhat less. The annual average earned income 
per paid worker rose by $200 from $2,600 in 1951 to $2,800 in 1952. This 
increase of almost 8 per cent was possible because higher rates of pay more than 
offset the slight decline in the number of hours worked per week. In manu- 
facturing, for example, the drop in hours worked per week was from 41-8 hours 
in 1951 to 41-4 hours in 1952. Hourly earnings in manufacturing were $1.32 at 
the end of 1952 compared with $1.24 a year earlier. Average weekly earnings 
in nine leading non-agricultural industries were $54.13 in 1952, an increase of 
$4.52 over 1951. 
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THE LABOUR FORCE 
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TABLE 13 
THE CIVILIAN LABOUR FORCE 


ANNUAL AVERAGES 


(Thousands of Persons) 


es 1949! 1950 1951 1952 

Civilian UADOtrtOrce sf... he eee oad atu baad Bes 5,036 ‘pin ityy 5, 231 5,304 

Male 730s. piesa ie. eck ee ie ees, cree 3,959 4,053 4,093 4,134 

Pemalé. GU... .t8RT RD. aires. 2.3 1,077 1,104 1,138 1,170 

INOi- Agr iCulturalr cc. 08 anc Cie e ct semis eee ot ae 3,957 4,134 4,284 4,412 

PREP ICUIM EE ALO 2 Res sro eich’ «ok Node eeeinon ee cae 1,079 1,023 947 892 

Persons without jobs and seeking work............... 131 169 108 130 

Perec Win DS. are a6 scat. oe sere SiS ae ee 4,905 4,988 Ds Lao 5,174 

In Non-Agricultural Industries.................-. 3,831 3,970 4,180 4,286 

Paid Workersi}OR. 2. at. JAGR. at OBE 3,294 3,422 3, 645 3,765 
Employers, own account workers and unpaid 

ron ae ork ots he Sere cecd cutheasiued « Mery : 537 548 535 521 

TnfA griculturG). As... A947. 10. DOAIONW. S 1,074 1,018 943 888 


1 Excludes Newfoundland. 
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The average civilian labour force, which includes both the employed and the 
unemployed, grew during 1952 to a total of 5,304,000 persons, an increase of 
73,000 or 1-4 per cent over 1951. The average number of persons employed 
during the year was 5,174,000 or 51,000 more than in 1951. The number of 
persons with jobs in agriculture declined by 55,000. There was an increase of 
106,000 in the number of persons employed in the non-agricultural occupations. 


Compared with the previous year, there was a decline of 69,000 in the 
number of people on short-time work. This drop was particularly noticeable 
during the latter part of 1952 and indicates an improvement in employment 
conditions. 


Persons without jobs and seeking work averaged 130,000 during 1952 or 2-5 
per cent of the labour force, compared with 108,000 or 2-1 per cent in 1951. 
However these figures are not a complete indication of the difference in employment 
conditions in the two years. In the first place, the comparison of annual averages 
hides the improvement in the employment situation during the second half of 
1952. In the second place, the total of those without jobs and seeking work is 
only one indicator of employment conditions. As noted above, there was, par- 
ticularly in the latter part of 1952, a significant reduction in the number of 
persons working part time. 


During 1952, 53-4 per cent of the non-institutional civilian population over 
14 years of age were in the civilian labour force compared with 53-7 per cent in 
1951. In addition to the civilian labour force, there were 101,000 in the armed 
forces at the end of 1952 compared with 88,000 at the end of 1951. 


PRICE TRENDS 


The period of rapidly rising prices which followed the outbreak of war in 
Korea carried prices to new peaks. In the case of the wholesale price index the 
peak was reached in July, 1951 after a rise of 16-5 per cent from June, 1950. 
Consumer prices were slower to reflect the renewal of inflationary pressure 
but continued their advance until January, 1952, at which point they were 
16 per cent above the June 1950 level. The price declines of 1952 carried 
the indexes back some distance from their previous high points. The drop in 
the wholesale price index during 1952 amounted to 6:6 per cent and in the 
consumer price index to 2 per cent. But all price movements were not con- 
sistent with the downward trend in the indexes nor were all groups affected 
in the same degree. Most noteworthy were the declines in the prices of certain 
foods and primary products which had risen sharply in the previous advance. 
At the same time the rise in the value of the Canadian dollar substantially 
reduced the cost of imports and thus affected a large part of our price structure. 
But the prices of services and of many goods in which the domestic labour 
content is high, tended to advance moderately under the pressure of rising wage 
costs and real incomes. 


The index of wholesale prices fell off by 6-6 per cent during the course of 
the year and for the year as a whole averaged 5-8 per cent lower than in 1951. 
The more rapid decline occurred during the first five months of the year and 
amounted to more than 5 per cent. A slight upturn in June and July was again 
followed by steady month-to-month decreases for the balance of the year, 
though at a slower rate than for the early months. The decline of the index 
from 243-7 in July, 1951 to 221-2 in December, 1952, amounted to 9-2 per cent 
and brought wholesale prices back to a level lower than that which prevailed 
in the month of September, 1950. 


The index of industrial materials fell more rapidly than any other major 
price component in the wholesale index. 
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CANADIAN WHOLESALE PRICES AND COST OF LIVING INDEXES 


1926 —1952 
260 @60 
1935-39 = 100 
240 £40 
220 220 
200 200 
180 180 
160 160 
140 140 
120 wroetnennnent 120 
COST OF LIVING INDEX 
100 100 
80 80 
60 60 
40 40 
20 20 
re) (e) 
1926 1930 1935 1940 1945 1950 1952 
TABLE 14 
WHOLESALE PRICE INDEXES 
(1935-39 = 100) 
Fully and 
Canadian Chiefly 
—_—— Total Farm Manu- 
Products factured 
Goods 
$020. .t.cn.. aaa ay ~ ecb eeerrentorr . ee: ja. gecbl.... feed. fee 99-2 92-6 101-9 
PRU ohn oh cake een te Bet ca ec Nats Naat eis oe ee 108-0 96-1 109-9 
COAT a. SAAR, AM ORD PE OER id bed APR? She ROT Be 116-4 106-6 118-8 
OAD eras, ty. MOSER. SLE ASS. METRY. OFs2. OUT. TAT ie 123-0 127-1 123-7 
iS” es AA ee ey Sa: POLS PMN eae Md ee a eee 127-9 145-4 126-9 
Eee OR Te OTR ens set i MEM Sa hate cook Oe soe 130-6 155-3 129-1 
OAS EPL EE. WEES... OLE OO PSO... SEER Oa. 132-1 166-4 129-8 
MOET Ek SE en ee ee a Te eee’, Mee TS 138-9 179-5 138-0 
| US 2 fice penne nak, Sosa Samrat eimnnnai aie nits Retna Med eteed led bab aaah RS 163-3 192-2 162-4 
LEASES betes. PS, IEG 7 ALT BOOS | Le. 193-4 232-1 192-4 
LOAD: ca seence. Mey ant $reapeotss wich? . Pada eee. whet eee lea Ge Cee 198-3 228-7 199-2 
PU TORN EGS ee cs te bd keine So nod Mott a GaSe een ou Vee eee 211-2 236-7 211-0 
LED Weer oy eS son hon & oH Race Ea Kn AAS Bes nas 240-2 268-6 242-4 
LOG A os ee Ae he eee ices sas x ne ere as Pee ee ee ee 226-2 244-4 230-9 
1957+Januanyi.+.gerasi. tek saad. 4: A. heneraa. aladve.e. 236-8 271-5 239-7 
COrOnr ys er corti Ls) a oe eee ee ge ee 232-6 259-6 236-2 
ST ela lei ge cetera ttre iy kctet ete irl th. weet ct). 230°8 256-7 234-6 
Pept 2000 Oo ALE, at. oda tidele A. Aaa 226-9 253-8 230-7 
CS ae ee oe Se Se eee noe Ome Ree en. SY 224-8 252-7 228-1 
UNTO, Si eat ith ashes ag at Diy EIR gel pga tte ie repre Gna elenr lt beacons tecaedlinert. 226-5 257-9 230-6 
SO Te ay OO ae OD OF PRED O19. 107, 8 225-5 252-8 230-0 
meat Ok rob, fe eet, cenee . O00) 2. ceeederemaatl . mn At 223-9 236-2 228-8 
pe NO Se er BO cin, ic, Mien mr a tre ee eee 222-1 225-5 228-0 
Souaberveds 7, SHE , SINAN, AVEO SOY DL 4 OU AIS 221-0 221-3 227-7 
MLW CHE A Coc! SMe te AO Pa eee ama | 2 221-9 222-9 228-8 
Be OES Ee SS aren eee LAS Ea) 9: 29.) 221-2 De 228-1 


Norre:—1952 indexes are preliminary. 
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The decline for the year was almost as great as the decline in the index of 
farm prices. Fully and chiefly manufactured goods followed a moderate down- 
ward trend over the twelve-month period with prices at December, 1952 about 
5 per cent below the level at the beginning of the year. The comparative price 
stability of general building materials is an example of resistance to the general 
trend. This index moved during the course of the year within a narrow range 
set by a high of 289-6 in February and a low of 286-2 in April. 


The commentary on consumer prices is in terms of the new consumer price 
index (basis 1949=100) because it is a more complete and up-to-date index of 
movements in consumer prices than the cost-of-living index which it will soon 
replace. However, the charts use the old cost-of-living index because its base 
period (1935-39 = 100) corresponds to the base periods of the indexes with which 
it is compared. 


Unlike the wholesale price index, the consumer price index did not average 
less in 1952 than in 1951, although the trend was downward in the early part of 
the year. At the year-end the index was 0-6 per cent below the average for the 
year as a whole and 2 per cent below the level at the beginning of the year. This 
was the first time since 1944 that the index had ended the year lower than it had 
begun. But as indicated above this movement in the total index must be viewed 
in the light of the exceptional advance of the previous year and the influence of 
lower import prices. 


TABLE 15 
CONSUMER PRICE INDEXES 


CANADA 
UniITED STATES 
Consumer Price Index Cost of Living Index 


—— ——— |) | 


Total Food Total Food Total Food 
1949=100 1935-39 = 100 1935-39 = 100 
1939 ees... cee . Ce. oe 63-2 50-2 101-5 100-6 99-4 95-2 
100, Baskin tk bie ke es 65-7 52-6 105-6 105-6 100-2 96-6 
BO eet, Osean as eee a 69-6 57-9 17, 116-1 105-2 105-5 
[| Ae ey, Aakers 72-9 63-4 117-0 i Deve 116-6 123-9 
1QDSER cacti ee. 74-2 65-2 118-4 130-7 123-7 138-0 
BSE sei k cy i de eee 74-6 65-5 118-9 131-3 125-7 136-1 
OR ee ee ok ye 12 A ee 75-0 66-3 119-5 133-0 128-6 139-1 
BNI od caicis a> ss Segara ass qi 70-0 123-6 140-4 139-5 159-6 
LO Ge ee eR Oe 84-8 79°5 135-5 159-5 159-6 193-8 
BAS ree Cte Caris has kok Ne coe 97-0 97-5 155-0 195-5 171-9 210-2 
CAO ae Oe AS Vos ee 100-0 100-0 160-8 203-0 170-2 201-9 
TODO Aone ee aah ene: 102-9 102-6 166-5 210-9 171-91 204-51 
LOS eR A As ee arr, 113-7 117-0 184-5 241-1 185-6 227-4 
Uo PRR ee td ee ey. Sana 116-5 116-8 187-5 237-4 189-8 231-5 
1952—January.............. 118-2 122-4 191-5 250-0 189-1 232-4 
Peg) a re 117-6 120-8 190-8 248-1 187-9 227-5 
De Nos au 116-9 117-6 189-1 241-7 188-0 227-6 
DE | ot SRR A a a 116-8 172 188-7 240-2 188-7 230-0 
NR sick k tine en dx 115-9 115-5 186-7 23) 30 189-0 230-8 
June 116-0 115-7 187-3 237-0 189-6 231-5 
WANs ooh hace see sick 116-1 116-0 188-0 239-5 190-8 234-9 
oT ee ee ae 116-0 115-7 187-6 238-0 191-1 235°5 
September... ........> 116-1 115-8 186-5 234-2 190-8 233-2 
OCtoperiescn econ e 116-0 115-1 185-0 229-3 190-9 232-4 
INOVOrn bers )..065%6 266 116-1 115-7 184-8 229-0 191-1 232-3 
December. ..:+..<02. 115-8 114-1 184-2 226-1 190-7 229-9 


1 Adjusted series United States Consumers’ Price Index from January, 1950, forward. 
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The greatest reduction in the consumer price index for 1952 occurred in the 
food group. ° The index of food prices fell by almost 7 per cent during the year, 
the drop in meat prices being particularly noticeable. This downward adjust- 
ment in food prices has been almost continuous since the peak was reached in 
November, 1951 but the major decline took place in the first half of 1952. 
The food group was the only group in which prices averaged less for 1952 than 
for 1951. There was no comparable drop in United States’ food prices during 
1952; but the percentage rise during 1951 had been little more than one-third 
as great as in Canada. Prices for clothing also followed a downward trend 
during 1952. The largest upward movement took place in rents, while the cost of 
household operation remained practically unchanged. In general, the price of 
services was higher while the price of goods was lower. 
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Parr II 
REVIEW OF GOVERNMENT ACCOUNTS 1952-53 


1. INTRODUCTION 


Because of the early date at which the budget is being brought down, 
the figures which are presented in this Part for the fiscal year ending March 31, 
1953, must be regarded as preliminary and subject to revision. Moreover, 
while the government’s fiscal year ends on March 31, the books must remain 
open for several weeks after that date in order to record various adjusting entries 
and to take into account all payments up to and including April 30 made on 
account of expenditures originating in, and properly chargeable to, the fiscal 
year 1952-53. 


Final figures for each year’s operations are not available before some time 
in August. Normally the Budget White Paper figures are based upon eleven 
months actual and one month estimated. This year the figures are based on 
nine months actual and three months estimated. It may well be that the 
final figures when they become available next August will show somewhat 
greater variations than usual from those given in the following pages. 


2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1952-53 


The revenues of the Government for the fiscal year ending March 31, 1953, 
are now estimated at $4,375 million. This is approximately $96 million or 
just over 2 per cent more than the amount of $4,279 million forecast last year 
at the time of the budget and about $394 million or nearly 10 per cent more than 
the total collected in the preceding year. Expenditures are estimated at $4,327 
million. On the basis of these figures the indicated surplus is $48 million, 
compared with $248 million for the fiscal year ended March 31, 1952. The 
fiscal year 1952-53 is therefore the seventh consecutive year in which the financial 
operations of the Government will result in a budgetary surplus. As a result, 
the Government’s net debt (the excess of total liabilities over total active assets) 
will be reduced by an equivalent amount, bringing to a total of $2,284 million 
the amount by which the Government will have reduced its net debt during 
those seven years. This represents a reduction of more than one-fifth of the 
total increase in net debt during the entire period of the war and is approximately 
equivalent to the amount by which the net debt increased during the first 
three and one-half years after the outbreak of war in 1939. 


Although the budgetary surplus for 1952-53 is estimated at $48 million, the 
Government made loans, advances and other non-budgetary disbursements of 
about $627 million, while, at the same time, the unmatured funded debt in 
the hands of the public increased by only $141 million. The manner in which 
this has been achieved can be understood more readily by taking an over-all 
view of the Government’s cash transactions for the fiscal year. 

As explained in greater detail in the section on ‘‘The Cash Position’’, the 
estimated budgetary surplus of $48 million for the fiscal year does not reflect 
the full impact of Government operations upon the Canadian economy. Sub- 
stantial amounts are received and paid out for extra-budgetary purposes (such 
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as the loans and advances which the Government is required to make and the 
transactions in connection with the many superannuation, insurance, pension, 
annuity and deposit and trust accounts which it has undertaken to hold or 
administer). 


These non-budgetary disbursements are estimated at $627 million and 
include $125 million to the C.N.R. for capital expenditures on additions 
and betterments and the acquisition of new rolling stock and equipment, $76 
million advanced to the Central Mortgage and Housing Corporation for house 
construction and for housing loans, $67 million to the Agricultural Prices 
Support Account, $50 million to the Exchange Fund to finance the increase in 
our foreign exchange reserves, some $34 million advanced to the Defence Produc- 
tion Revolving Fund to acquire materials essential to Canada’s defence pro- 
gramme, about $100 million to finance pension payments out of the Old Age 
Security Fund which were not covered by old age security tax receipts, $31 
million representing the decrease in the Provincial 5 per cent corporation income 
tax suspense account, and $109 million reflecting a decrease in outstanding 
cheques and interest and accounts payable. Offsetting these are non-budgetary 
receipts and credits amounting to $449 million, including $171 million from net 
annuity, pension and other liability account receipts, $64 million for repayments 
of sundry loans and investments, the increase of $75 million in the reserve for 
possible losses on the ultimate realization of active assets and sundry other items 
amounting in the aggregate to $139 million. 


After taking into account the budgetary surplus of $48 million and the net 
requirements of $178 million for these non-budgetary transactions it is now 
estimated the amount that had to be financed by net new borrowing will amount 
to approximately $130 million. As unmatured funded debt in the hands of 
the public is expected to increase by approximately $141 million during the year, 
the Government’s cash balances will increase by $11 million. 


3. THE BUDGETARY ACCOUNTS 


The table which follows gives a summarized statement of estimated 
revenues and expenditures and surplus for the fiscal year ended March 31, 1953, 
with the comparable figures for the four preceding fiscal years: 


Fiscal Years Ended March 31 


rs 1949 1950 1951 1952 (hetectey 

(In millions of dollars) 
Revenues: cavyey sacdadhy. set gehowtsted.d 2,771-4 2,580-1 3,112-5 3, 980-9 4,374-6 
Expenditures 20 A) 20 2,175-9 2,448-6 2,901-2 3, 732-9 4,326-8 
URINE: ce wtntuna hh cee ner oe Mots cee P58 | age ere Po edg0 [ean 


Total revenues, estimated at $4,374-6 million for 1952-53, are expected to 
show an increase of $393-7 million over the total for the previous fiscal year. 
Total expenditures are estimated at $4,326-8 million or $593-9 million more 
than the corresponding total for 1951-52. 
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BUDGETARY REVENUES AND EXPENDITURES 
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A. ANALYSIS OF REVENUES 


Estimated budgetary revenues for the year 1952-53, classified according 
to major categories, are presented in the following table, with the corresponding 
figures for the previous fiscal year. 


STATEMENT OF REVENUES, BY MAJOR CLASSIFICATIONS, FOR THE YEARS 
ENDED MARCH 831, 1953 AND MARCH 831, 1952 
(In millions of dollars) 


i 
eS OOoeeaeeeeeeeeeaeeeeooowwwswsws=s=aooeoeo®o®o®«®»«=S$S$S$S00000m0ms»——— oOouwewuo>a“\_"mMmom 


Fiscal Year Ended March 31 TTS Oe 2; 


Source 1953 (Bstimated) 1952 
ES ee | Amount Percent 
Amount | Percent | Amount | Percent 


Ordinary revenues— 
Direct taxes— 


Personal income tax..............5. 1, 187-8 27-2 975-7 24-5 212-1 21-7 
Non-resident income taxes.......... 54-0 1-2 55-0 1-4 —1-0 —1-8 
Corporation income tax............. 1, 231-1 28-1 1, 130-7 28-4 100-4 8-9 
ExGess pronits taki... item estonia. ok seiner ORE coals temic oem 2-4 0-1 —2-4 
Suecessiouvdutiess. «.. tes. 1. Meek <8 38-0 0-9 38-2 0-9 —0-2 —0-5 
Totalmaimechitaxesmn. 0a... out 2,510-9 57-4 2,202-0 55-3 308-9 14-0 
Indirect taxes— 
Customs import duties............. 379-0 8-7 346-4 8-7 32-6 9-4 
Eixeise duties... 2... fe ot. oimesk. 6 257-0 5-9 217-9 5:5 39-1 17-9 
Hikersentaxesac asia: ches ena ae 851-9 19-5 885-9 22-3 — 34-0 —3:-8 
CHEER -UEXOS oc 5 3 ba Goji ulee ts ects whee 11-5 0:3 5-6 0-1 5-9 105-4 
Total indirect taxes. §...5 09... 1,499-4 34-3 1,455-8 36-6 43-6 3-0 
Motil tax TEVeENUeSs cate cae es 4,010-3 91-7 3,657-8 91-9 3852-5 9-6 
Non-tax revenues— 
Ost ORG os oe Sb ees eee 111-8 2-5 104-6 2:6 7-2 6-9 
Return on investments............. 116-0 2-7 117-6 3-0 —1-6 —1-4 
Other non-tax revenues............. 56-0 1-3 59-8 1-5 —3:8 —6-4 
Total non-tax revenues......... 283-8 6-5 282-0 7-1 1-8 0-6 
Total ordinary revenues........ 4,294-1 98-2 | 3,939-7 99-0 354-4 9-0 
Special receipts and credits............. 80-5 1-8 41-2 1-0 39-3 - 94-9 
‘Lotalirevienuesiiaaace. «case: 4,374-6 100-0 | 38,980-9 100-0 393-7 9-9 


Nortr.— Due to rounding off, columns may not add exactly to totals shown. 


It is estimated that of the total revenues for the year, $2,510-9 million or 
57-4 per cent will have been derived from direct taxes, $1,499-4 million or 34:3 
per cent from indirect taxes, and the remaining $364-3 million or 8-3 per cent 
from non-tax revenues and special receipts and credits. 


(1) Direct Taxss 
Tax on Personal Incomes 


_ Itis estimated that personal income tax (excluding the old age security tax) 
will yield a total of $1,188 million in 1952-53, an increase of $212 million, or 
21-7 per cent over the previous year. This increase occurred in spite of the 
fact that deductions of tax at the source from salary and wages since July 1, 1952, 
have been made at rates averaging about 6 per cent less than during the corres- 
ponding period in 1951-52. While that part of income tax revenue which is 
paid as balances with returns and in quarterly instalments in 1952-53 is deter- 
mined by somewhat higher rates than in the previous fiscal year, the greater 


part of the increase in revenue is attributable to a substantial increase in personal 
incomes during the year. 
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BUDGETARY REVENUES BY SOURCE 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


FISCAL YEARS ENDED MARCH 31 


TOTAL REVENUE 
4000 —t— FROM TAXES 4000 
(93 %o) 


CUSTOMS IMPORTS 
& EXCISE DUTIES 


SALES & OTHER 
EXCISE TAXES 


\ eee se 
\ < x e ak Se. KN \ . ~ \ P meres 
RM vacees MR QAaaQQQL oes“ CORPORATION 
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1000 
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ROS 


1939 1940 61941 1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 1953 * 
% ESTIMATES 


Taxes on Interest, Dividends, Rents and Royalties Going Abroad 


Revenues under this heading are derived from withholding taxes on pay- 
ments of interest, dividends, rents and royalties made to non-residents. The 
estimated total of $54 million is $1 million less than in the previous year. 


Corporation Income Tax 


Collections from this tax (excluding the old age security tax) are expected 
to amount to approximately $1,231 million, an increase of 9 per cent over the 
previous year’s total of $1,130-7 million. ‘This increase, which occurred despite 
the fact that corporation profits for 1952 were lower than in 1951, is due to the 
changes in the federal rates of tax announced in the 1952 Budget and to the 
fact that the Province of Ontario entered into a tax rental agreement with- 
drawing from the corporation tax field as from January 1, 1952. The 5 per 
cent corporation income tax levied by all provinces except Ontario and Quebee 
under provisions of the tax rental agreements signed in 1947 was not levied by 
the provinces on profits earned after December 31, 1951. The 1952 Budget 
announced that this tax would be incorporated into the federal rates of tax 
commencing January 1, 1952, increasing the federal rates for 1952 from 15 per 
cent on the first $10,000 of profits and 45-6 per cent on profits in excess of 
$10,000, to rates of 20 per cent and 50 per cent respectively. In those provinces 
which did not enter into a tax agreement, corporations were allowed to take a 
credit against their federal tax equal to 5 per cent of their profits attributable 
to operations therein. This reduced the effective federal rate on profits earned 
in Quebec to 15 per cent on the first $10,000 and 45 per cent on profits in excess 
of $10,000. As a result of the Province of Ontario entering into a tax agree- 
ment, corporations paid federal tax at the full rates of 20 per cent and 50 per cent 
on their 1952 profits earned in that Province. . 


The total revenue from corporation income tax includes $8 million paid 
by corporations paying the 15 per cent tax on their undistributed income. This 
is $6 million less than that collected from this source in 1951-52. 
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PRINCIPAL SOURCES OF TAX REVENUES 


FISCAL YEARS ENDED MARCH 31 MILLIONS OF Bo 0 


CORPORATION INCOME AND 
EXCESS PROFITS TAXES 


MILLIONS OF DOLLARS 
TAXES ON PERSONAL INCOME 


“TET 


1939 41 42 43 44 45 46 47 48 49 50 5! 52 53* 
3 ESTIMATES 


1939 41 42 43 44 45 46 47 48 49 5O 51 52 53* 0 


Succession Duties 


Revenue from succession duties is estimated at $38 million for 1952-53, 
as compared with $38-2 million in the previous year. 


(2) InpirEcT TAXES 
Customs Import Duties 


Net revenue from customs import duties for the year is estimated at $379 
million, an increase of $32-6 million over the total for 1951-52. The total value 
of imports is not expected to show much change from the previous year, but 
there appears to have been some reduction in the proportionate value of non- 
dutiable and low duty goods imported as compared with the quantities and 
prices of goods subject to higher rates of duty. | 


Excise Duties 


Excise duties are levied exclusively on alcoholic beverages and tobacco 
products. (Additional taxes are levied on tobacco products under the Excise 
Tax Act). The revenue from these taxes for the year is estimated at $257 
million, an increase of $39-1 million over the previous year’s total of $217-9 
million. This increase is mainly due to increased sales of cigarettes and beer. 
Gross receipts from excise duties, before deducting refunds, are divided as 
follows: $136 million from alcoholic beverages ($120-9 million in 1951-52), 
and $124 million from tobacco products ($100-7 million in 1951-52). ) 
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Excise Taxes 


Net excise tax collections (excluding the 2 per cent old age security sales 
tax) are estimated at $852 million in 1952-53, a decrease of $34 million from the 
previous year. 


The principal tax levied under the Excise Tax Act from the standpoint of 
revenue is the sales tax. The gross revenue from sales tax is estimated at $584 
million, a decrease of $3-2 million from the previous year. The decrease is 
due to the fact that in 1952-53 the sales tax rate levied under the Excise Tax Act 
is 8 per cent, whereas in 1951-52 the rate was 10 per cent for the first nine months 
of the fiscal year and 8 per cent after January 1, 1952, when the 2 per cent sales 
tax provided by the Old Age Security Act came into effect. (The 2 per cent 
old age security sales tax is expected to yield $142 million as compared with 
$24-3 million in 1951-52). 


It is estimated that excise taxes other than sales tax will yield approximately 
$284 million, as compared with $312 million in 1951-52. The decrease in revenue 
from these taxes is due to the tax reductions introduced in April, 1952. At that 
time items which had been taxed at 25 per cent became taxable at 15 per cent, 
the 15 per cent tax on stoves, washing machines, and refrigerators, was repealed, 
the 30 per cent tax on soft drinks was reduced to 15 per cent, and the tax on 
cigarettes was reduced $1.50 per thousand. 


Next to the sales tax the largest revenue source among the excise taxes is 
the tax on tobacco products which will yield an estimated $107-5 million, an 
increase of $1-2 million over the previous year. The most important item in 
this group is the revenue from the tax on cigarettes which is expected to be only 
about $5 million less than in the previous year despite the reduction in the rate 
of tax introduced in April, 1952. The revenue from the tax on manufactured 
tobacco will show a sharp increase for the year. 


Most of the other excise taxes will show a decrease in revenue in 1952-53 
due to the lower rates in effect for the year. The largest decrease will be in the 
revenue from the tax on automobiles, tires and tubes, which will yield an estim- 
ated $87 million, $13-9 million less than in 1951-52. The tax on soft drinks 
which was reduced from 30 per cent to 15 per cent, will yield an estimated $13 
million as compared with $19-2 million in 1951-52. 


Other Indirect Tazes 


The taxes under this heading are the tax on premium income of insurance 
companies, the tax on the export of electrical energy from Canada, and the 
tax on the export of furs from the Northwest Territories. These taxes will 
yield an estimated total of $11-5 million, an increase of $5-9 million over 1951-52. 
The tax on premium income of insurance companies will yield an estimated 
$10-7 million as compared with $4-8 million in 1951-52. This increase was 
brought about by the Province of Ontario’s repeal of a similar tax which had 
been deductible from the federal tax. 


(3) Non-Tax REVENUES 


The total of non-tax revenues for 1952-53 is estimated at $283-8 million 
compared with $281-9 million for 1951-52. The following table presents a 
comparative summary of revenues under this heading for the past two years: 
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NON-TAX REVENUES FOR THE FISCAL YEARS ENDED MARCH 321, 1953 
AND MARCH 31, 1952 


ee ———————————e——————eoeweDnaDoeoqqoooooooooqoqToTqoeDqvoyTzua“‘_“*kq@_®q@q_q$q$Fw$"$“ooa—es—————— Ss «> esaewas“_—_—"—<—was\»<———_—_— “—“——\{—nmwo=m 


Fiscal year ended I 
ncrease 
arch 31 ‘ se 
1953 ecrease 
(Estimated) 1952 ! i) 


O_O 


(In millions of dollars) 


Post: Oflice 4. TERS DEE ieee cas nel. COLE ATM 2 DEO ate ale 111-7 104-6 7-1 
Return on investiionts:.. ieee otecats tana ae, &: <0 Slskah. § galehnhata nlm ets 116-0 117-6 —1-6 
Premium, discount’and exchange; 2. 202.622 0sce3) 6. dee ee eee stans 6-8 17-7 —10-9 
Bullion and \coinare. cet ak se ot ae els ere ei bo oo is 215 ole a came 4-2 4-8 —0-6 
Privileges, licences and permits...........ccccccceess cece scoseness 12-0 10-4 1-6 
Proceeds from sales: 10 0. 20, SCA, OAs OE eerie 5-0 4-5 0-5 
Services arid! service fees [. 205.4 ....daScr eh. ah PEAS oe 19-0 16-0 3-0 
Refunds of previous years’ expenditures..........0. ccc cece eee eees 7:0 4-2 2-8 
Misdcellandotiat.i4.. dfs. RRA! CREE aE RO. eaves iat ok 2-0 2-1 —0-1 

Total non-tax. revenue. 5. qlee sees tw an seas eke 283-8 281-9 1-9 


Gross Post Office receipts for 1952-53 are expected to amount to $129-5 
million. After making authorized disbursements from revenue of $17-8 million 
for salaries and rent allowances at semi-staff and revenue offices, commissions 
at sub-offices, transit charges on Canadian mail forwarded through or delivered 
in foreign countries, etc., net Post Office receipts credited to budgetary revenues 
are estimated at $111-7 million. The increase of $7-1 million over the corres- 
ponding amount received in 1951-52, is due primarily to the fact that the new 
postal rates were in effect for nine months in 1951-52 and for twelve months in 
1952-53. As costs of operating the Post Office during 1952-53 (excluding the 
$17-8 million charged to revenue) are expected to total $106-2 million, net 
revenue will exceed net costs by approximately $5-5 million. However, in 
making this comparison it is to be noted that the total shown for Post Office 
revenues does not reflect the value of services rendered free of charge to other 
departments, nor does the total shown for operating expenses reflect any charges 
for premises occupied by the Post Office Department or for certain accounting 
and miscellaneous services provided by other departments. 


Return on investments is expected to yield $116 million, a decrease of $1-6 
million, compared with the total of $117-6 million received in 1951-52. Due to 
the conversion of fifty per cent of the C.N.R.’s total fixed interest bearing debt 
into 4 per cent preferred stock under the provisions of the Canadian National 
Railways Capital Revision Act, 1952, interest on loans received from this Com- 
pany decreased by $21-1 million. This decrease, however, is offset by increases 
in the profits of the Bank of Canada and the Exchange Fund during 1952 
estimated at $4-7 million and $2-2 million respectively and by an amount of 


$9-°7 million received from Polymer Corporation Limited representing dividends 
and interest on debentures. 


A comparative summary of estimated receipts during 1952-53 with actual 
receipts during 1951-52 under this heading is given in the following table: 


RETURN ON INVESTMENTS FOR THE FISCAL YEARS ENDED MARCH 31, 
1953 AND MARCH 31, 1952 


Fiscal year ended 


March at Increase 

a tases —__——_————]| 5 or 
1953 ecrease 

(Estimated)| 1952 —- 


(In millions of dollars) 
Loans to, and investments in, Crown agencies— 


en Mee MER. ay aE ou lun huienotidatnerthmniaseces 28-9 24-2 4-7 
Mie MIB CRS INC B A COEOITG 5 2105085, aie he aiha Ad Paihia aahee, «hcg padkoes> 14-8 12-6 2-2 
RTRs SE MEAS) RN iL ho cacisc te terete Atos e-% ntapv myer meracetiece 2:3 23-4 —21-1 
Central Mortgage and Housing Corporation................... 9-2 7-2 2-0 
Dawonal darbours, Boards. .as'.0 20) PERO ANNs Shug Im 4-7 4-5 0-2 
Polymer Corporation Eamited )...).0; 205 Fives do inne sc oo Lips wok OF TE Et iad. Bo aehakr 9-7 
Cie Grown Seencion 2. 18. Oy ke lacs) aoe ehh te Se Meds 1-6 1-3 0-3 
71-2 73-2 —2-0 
Other loans and investments— 
Re OM Pc ra cich oben eee or dae ee 23-4 23-7 —0-3 
Lites Peauional Governments... 2... 2 wepouret vd. OS AReeEL 12-6 13-3 —0-7 
Provincial and Municipal Governments.................00000- 1-2 1-2 
Soldier and General Land Settlement Loans and Veterans’ 

RU WNN e W Ns ety ics GOR swiaga oe Va Gays yb wh Ee pane 4-8 4-4 0-4 
Becurities Investmcny Account... jo... eee e keen ee nays 1-5 0-7 0-8 
PMTIBY Wee NCL PW ORDIOBUES 2 cco sss Vid cde vera ae ers 1-3 1-1 0-2 

44°8 44-4 0-4 
116-0 117-6 —1-6 


The amount credited to premium, discount and exchange in 1952-53 is 
estimated at $6-8 million compared with a credit of $17-7 million in 1951-52, 
This revenue item is due mainly to book-keeping adjustments in asset and 
liability accounts reflecting a reduction in U.S. dollar and sterling exchange 
rates from those operative in the fiscal year 1951-52. It is estimated that the 
Canadian dollar equivalent of outstanding debt payable in sterling and in 
United States dollars will be reduced in consequence of this revaluation by $6-8 
million offset by $0-8 million reduction in assets payable in these currencies. 
The result is a net credit in the premium, discount and exchange account of 
$6 million. Net differences in rates on current gold and foreign exchange 
transactions are expected to account for a further credit of $0-8 million resulting 
in a net revenue item of $6-8 million. 


(4) SpectaL RECEIPTS AND CREDITS 


Special receipts and credits are estimated at $80-3 million for the fiscal 
year 1952-53 as compared with total receipts of $41-2 million in the previous 
year. The following table presents a comparative summary of the sources of 
special receipts and other credits for the last two years: 
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SPECIAL RECEIPTS AND OTHER CREDITS FOR THE FISCAL 
YEARS ENDED MARCH 831, 1953, AND MARCH 31, 1952 


i 
CC —————————————————————————— — — — — ——————— 


Fiscal Year Ended 


; Increase 
March 31 ie ps 
1953 ecrease 
(Estimated) 1952 i) 


ee 


(In millions of dollars) 


Sale of surplnsiCrownidssdtsie) 5 sin bbe cce ss einai ces teens ree 7°8 14-7 —6:9 
Central Mortgage and Housing Corporation— 
Surplus paid to Receiver General... onic. ences e eam onaun 2-0 3-1 —1-1 
Proceeds from the sale of wartime housing properties......... 5:5 9-9 —4-4 
Depreciation reserve on wartime housing properties sold by the 
COT ROTNOION. «<A. sb ites ilo ace EER OP eaten occ r Bek ee LDA. lawatel.: 3 1-1 
Transfer from suspense account of surpluses received from the 
Canadian Wheat Board in connection with operations conducted 
under P.C. 1292 of April 3, 1947, with respect to oats and barley LY | IIR eg le 6:3 
Surplus—Canadian ArsenalaalLgd:>. ..: .gid. Segie nae sole oes os ieee 5:0 1-2 3-8 
Write-up from previous years’ expenditure to Loans and Invest- 
ments—Atomic Energy of Canada, Ltd.—issue of capital stock 4B OW roe Meena 4.8 
Refundable portion of income tax and excess profits tax—transfer 
to revenue of excess reserves set up 1M preViOUS Years..........]....e ce eeeee 7:3 —7-3 
Transfer to revenue of portion of the balance of provincial 5% cor- 
poration income tax suspense account pursuant to the 1952 tax 
rental agreements. 62.25.5004 0. oon RRO aE Se nate ae 4500 Hosa Mbbs 45-0 
Military relief and currency credits arising from war settlements..]............ 2-6 —2-6 
Sundry other special receipts.and credits. ...0...00 050.0 .4.0. 0608 eas 3:0 2-4 0-6 
80-5 41-2 39-3 


The amount of $7-8 million realized from the disposal of surplus Crown 
assets represents the estimated receipts during the fiscal year from Crown 
Assets Disposal Corporation after allowing for transfers to active assets of 
amounts applicable to ‘‘Balances receivable under agreements of sale of Crown 
assets’’. It does not include the residual cash balances nor the value of accounts 
receivable carried by the Corporation as at March 31, 1953. 


It is estimated that $8-6 million will be received from Central Mortgage 
and Housing Corporation of which $2 million represents surplus funds in excess 
of the $5 million reserve established by the Corporation, $5-5 million the pro- 
ceeds of the sale of Wartime Housing properties, and $1-1 million a depreciation 
reserve built up in previous years on-properties that have now been sold by the 
Corporation. This is in addition to the $9-2 million interest on loans to the 
Corporation credited to “‘Return on Investments.” 


The amount of $45 million represents the transfer to revenue of approxi- 
mately one-half of the balance of provincial 5 per cent corporation income tax 
suspense account. For a fuller explanation see sundry suspense (liability) 


ay in the section on ‘‘Estimated Balance Sheet Position at March 31, 


The other principal items are the transfer to revenue of certain surpluses 
received in 1948 from The Canadian Wheat Board with respect to oats and 
barley accounts which had been held in suspense; the estimated surplus of 
Canadian Arsenals Limited for the year ended March 31, 1952; and a credit 
consequent upon the issue of 4,800 shares of common stock to the Government 
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of Canada by Atomic Energy of Canada, Limited in exchange for assets com- 
prising the Atomic Energy Project at Chalk River, Ontario, which were trans- 
ferred to the Company as at April 1, 1952. This transaction represents a 
write-up of previous years’ expenditures and consequently appears in the Govern- 
ment’s assets under Loans and Investments in Crown Agencies. 


(5) Comparison oF AcTuAL REVENUE WITH BupGeT ForEcAsT 


Total budgetary revenues, excluding revenue from the old age security 
taxes, for 1952-53 as now estimated will be about $96 million more than the 
forecast made in the budget speech of April 8, 1952. This is a difference rep- 
resenting in terms of the total amounts involved an excess over the amount 
forecast of only slightly more than 2 per cent. It is expected that revenues 
from personal income tax, corporation income tax, non-resident income taxes, 
and succession duties, will be less than the amounts forecast, while revenues from 
customs import duties, excise duties, sales tax and excise taxes (other than 
sales tax), will be larger than expected. The following table shows in detail 
the extent to which it is expected that actual revenues will differ from the budget 
forecast. 


COMPARISON OF BUDGET FORECAST WITH ACTUAL REVENUE 
FOR 1952-53 
(in millions of dollars) 


Increase 
Budget Actual OF 
Source of Revenue Forecast Revenue tsi) SG? 
of Revenue | (Estimated) atirhn Bu doe? 
Forecast 
$ $ $ 

BE COINS CAR ee ere hark claws acu ba ae noe © o's n sraaie CEA: 1, 200-0 1,187-7 —12-3 
NGGamoaraamteimeOme TAXOR....6.--. 2... 00siccencapacscacces 60-0 54-0 —6-0 
Commrerior ruined eee ot oe ee te. ee ee 1,270-0 oie k —38-9 
MMI TRUS er I ccs. Aa als ig 2d sem 2 o Xe WOR EN Be RE 43-0 38-0 —5:0 
are PURE SE LAME Ok ein, os a Gms v xo a6 > < Save oo ae 370-0 379-0 9-0 
eee ee ce ae tie cee cree cramer beets 240-0 257-0 17-0 
ER RR et ie ae Lag Ais! 9 ia ws dro kat aiw doe owen oily 539-0 568-0 29-0 
DUNN me aay EERO alee). S's) a dlatevs 4 os vuln o'sae eee #9 x Wekees 4 252-0 284-0 32-0 
PPM EIR eh yee a Fh. 's we 5 i alk oiBd wi.0!d Se ee mee 5-0 11-5 6+5 
OUR Lak POM OUUGS: cc ly os 0 b.d5 ss pda ee lee oa eas 3,979-0 4,010-3 31:3 
PIOR-GAX TOV GNMON) oie bt a5 9. - 2 ys wes ee edies cere ne die’ eee 275-0 283-8 8-8 
“VOLBE OFGINAPY TOVEDUCS. ooaacifsceseevlinseecdad 4,254-0 4,294-1 40-1 
PIOPPIAL TOCOINES BIG CKO UG ong s.oal ciara: Dheneininneiaionmmshinndenncmosneiaieinistab 25-0 80-5 55-5 
Total DuUdGatARY TEVENUCS: Aci i... ee ewes cee ues 4,279-0 4,374-6 95-6 


It is estimated that the revenue from personal income tax will be about 
1 per cent less than the budget forecast. The short fall is due mainly to the 
fact that refunds of tax were larger than expected. 


The budget forecast of corporation income tax revenue was based on the 
assumption that corporation profits in 1952 would equal those realized in 1951. 
However, on the basis of preliminary information, it would appear that 1952 
profits did not reach the 1951 level. The adverse effect on corporation income 
tax revenue arising from the reduction of profits has been to some extent offset 
by the withdrawal of the Province of Ontario from the corporation tax field 
but the additional revenue arising from this development has not been sufficient 
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to entirely offset the shortfall caused by the reduction in corporation profits, 
and it is estimated that when the accounts for the year are closed receipts will 
have fallen short of expectations by about 3 per cent. 


Revenue from succession duties will fall considerably short of the amount 
forecast. It is impossible to forecast revenue from this source with any high 
degree of accuracy. 


Customs duty collections are expected to exceed the budget forecast by 
about $9 million or less than 3 per cent due mainly to the higher proportion of 
dutiable goods in total imports. 


Revenue from excise duties in 1952-53 is expected to exceed the budget 
forecast by about 7 per cent mainly because the increase in the revenue from 
the excise duty on cigarettes has been greater than anticipated. 


Revenue from the sales tax is expected to exceed the budget forecast by $29 
million or 5 per cent, reflecting some acceleration in consumer spending, and a 
somewhat greater output of the country’s industry than had been expected. 


It is expected that revenue from excise taxes other than the sales tax will 
exceed the amount forecast by about $32 million because of the strong consumer 
demand for such durable and semi-durable goods as automobiles, furs, radios, 
and television sets. In addition, the increased consumption of cigarettes has 
come closer to offsetting the effects of the reduction in the rate of excise tax to a 
greater extent than had been expected. 


The principal item among the miscellaneous taxes is the tax on the premium 
income of insurance companies. This tax is expected to yield about $6 million 
more than forecast because on signing the tax rental agreement with the Federal 
Government the Province of Ontario repealed a similar tax which had been 
deductible from the premium tax payable to the Federal Government. 


BUDGETARY EXPENDITURES BY CLASSES 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
FISCAL YEARS ENDED MARCH 31 
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The excess of estimated non-tax revenue receipts over the budget forecast 
is due mainly to the amount of $6-8 million for premium, discount and exchange 
arising for the most part from a revaluation of the government’s sterling and 
United States dollar assets and liabilities from exchange rates used in operations 
in the previous year. Post Office receipts and return on investments are each 
expected to be approximately $1 million lower than the forecast while estimated 
miscellaneous non-tax revenues, are some $4 million higher than forecast. 


Special receipts and credits, always impossible to estimate with any high 
degree of accuracy, are expected to be $55 million higher than the arbitrary 
budget forecast’ of $25 million. The greater part of this excess arises because 
of the amount of $45 million transferred to revenue on account of collections 
of the Provincial 5% corporation income tax. At the time of the budget forecast 
it was expected that amounts held by the Federal Government from collections 
of this Provincial tax would be turned over to the Provinces but the new tax 
agreements signed during 1952-53 relieved the Federal Government from all 
further obligation to the Provinces in respect of these collections and these 
amounts, which under the former agreements would have served to reduce 
Federal expenditures for tax rental payments, will now come into the accounts 
as revenue. 


B. EXPENDITURES 
The table which follows presents a comparative summary of estimated 


expenditures by departments and principal purposes for the fiscal year 1952-53, 
with actual expenditures for the preceding fiscal year. 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CLASSIFICATIONS 
FOR THE YEARS ENDED MARCH 831, 1953 AND MARCH 31, 1952 


(In millions of dollars) 
ee Oonaeq$=@q—000—0eoSaT SS Ss—\—<\<@qqF 


Fiscal Year Ended March 31 
REISE er 
1953 ecrease (— 
(Estimated) 1952 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


— 


National: Defénceuis sia asses fies ete 1,845-2 42-6 1,415-5 37-9 429-7 30-4 
Detence: Production: aa. 2.60. sec 94-0 2-2 31-0 0-8 63-0 203 -2 
1,939-2 44-8 1,446°5 88-7 492-7 384+1 


Public Debt Charges— 
Interest on Public Debt... 3.0 wan 447-5 10-3 432-4 11-6 15-1 3-5 
Additional amount required to place 
interest on public debt on accrual 


TGSEB cc « eRe E Ode eee bo be Oi en ern ee ane hs ieat ee ne 87-5 2:3 vonat pgs tel Mba te ete ae 
Other Debt Charges: .% 2035. 24000. 13-4 0-4 11-1 0:3 236 20-7 
460-9 10-7 681-0 14-2 —70-1 —13-2 
Provincial Subsidies and Tax Rental 
Payments (including ‘Transitional 
Grant to Newfoundland)............. 338-0 7-8 127-2 3-4 210-8 165-7 
Government contributions to Super- 
RUBVUALION ACCOUNT Hi. 56/40. . hrcveey 38°8 0:9 110-9 3-0 —72-1 — 65-0 
Provision for reserve for possible losses 
on ultimate realization of active assets. 75-0 i 75-0 SOM See Leta e re 
Panny AOwWances., yi eet Ns chu «ets 334-1 7-7 820:5 8-6 13-6 4-2 
Old Age Pensions and Pensions to Blind 
Persona etee. 2 area. she Ada en cretas Dir Ai 0-5 83-2 2-2 —61-1 —73-4 
Deficit—Old Age Security Fund i... ica... cs occ tl cameos eae 49-7 1-3 cent | 1 AN Me (a 
Unemployment Insurance Act— 
Administration and Government Con- 
UEPOATOION. Leah, ses Ghee ies sentee Ste 56-7 1-3 53-8 1-4 2-9 5-4 
A GPICHEGEV OLS: 7. <3 « Patan wala tole ee ices 117-3 2-7 67-1 1-8 50-2 74-8 
Citizenship and Immigration........... 23-9 0-6 23-2 0-6 0:5 2:2 
PUXGe rae OA en S aha tics tee oe Susie nee oe 39-1 0-9 37°6 1-0 1-5 4-0 
FRAT tans «eis gener Barna treaties 30-8 0-7 29-5 0-8 1:3 4-4 
Mines and Teehnical Surveys........... 29-7 0-7 27-8 0-8 1-9 6-8 
National Health and Welfare........... 55-9 1-3 45-4 1-2 10-5 23-1 
National Research Council and Atomic 
Emerey. Control Beard ji. 2s; hceea cues 29-2 0-7 25-1 0-7 4-] 16-3 
National Revenue, 037 3a. eaters: 47-7 1-1 45-8 1-2 1-9 4-1 
Post O06 oF Fak dts sk tec, bee ce tircae 106-2 2-5 98-0 2-6 8-2 8-4 
Paplie Works. oo sole... eee ae eee 81-0 1-9 ay gees 2-1 3-5 4-5 
Resources and Development............ 35:6 0-8 31-8 0-9 3-8 11-9 
Royal Canadian Mounted Police........ 32-1 0-7 27-3 0-7 4-8 17-6 
‘Lrade and Commerte: 22. 220k bees 17-1 0-4 21-8 0-6 —4-7 —21-6 
PANEDOLE CS acim tie Nut oie tine ones Cee ee: 107-6 2-5 99-9 2-7 17h 7:8 
Wetorand Aflatre. 2.8 adden ine ae 242-5 5-7 216-0 5°8 26-5 12-3 
Other: Departments oF ices. ate c ee 66-5 1-5 61-3 1-7 5-2 8:5 
GRAND VOPTAIA sc caseds cs can 4,326-8 100-0 | 3,732-9 100-0 593-9 15:9 


National Defence and Defence Production 


The magnitude of Canada’s expenditures for defence is more completely 
seen when the expenditures of the Department of National Defence and the 
Department of Defence Production are considered together. Estimated expendi- 
tures of the Department of National Defence for the fiscal year 1952-53 are 
$1,845-2 million as compared with $1,415-5 million for 1951-52, an increase of 
$429-7 million, while the Department of Defence Production expenditures are 
estimated at $94 million, an increase of $63 million over the total of $31 
million for the previous fiscal year. Consequently the combined expenditures 
of the two departments amounting to $1,939-2 million for the year under review 
are $492-7 million greater than the total of $1,446-5 million for 1951-52. Thus, 
defence expenditures constitute approximately 45% of all government expendi- 


tures in 1952-53 again making defence, by a considerable margin, the largest 
class of government expenditures. 


81 


The following table shows a comparative summary of expenditures for the 
two departments for the last two fiscal years: 


DEFENCE EXPENDITURES FOR THE FISCAL YEARS 
ENDED MARCH 31, 1953 AND MARCH 831, 1952 


Fiscal Year Ended 
March 31 Increase 


or 
1953 Decrease (—) 
(Estimated) 1952 
(In millions of dollars) 


Department of National Defence— 


PUIG, PMAUY BUG FUIT OOP VICES SY eee eee ae nat 1,516-4 1,217-6 298-8 
Defence Research and Development.................... 41-7 35-4 6-3 
Pensions— Defence Services Pension Act................ 5-2 5-1 0-1 
Government contribution to Permanent Services Pension 
MIL OR MAS ADs OH Lo wed wc nine 2 hm opie h Ok bckcan 30-0 30-7 —0-7 
Mutual Aid to NATO Countries...0..07.5 2.000.000.0008. 234-7 126-4 108-3 
Contribution towards military costs of NATO...... 17D TWP... 3 16-9 
COTE aS Weta reeked anit. Bey -Mituscareyayess epmh.. ss don 0-3. D'S sake hse hee) lee ¢ 
1,846: 1,416-5 429-7 
Department of Defence Production— 
RE ET EERE PLU, SIE Te ee irs te ae ee RO 83-9 ph 61-2 
Panera ANU MENOTAL A yc sc cs ot ce heck te thee eek 10-1 8-3 1-8 
94-0 381-0 63-0 
Total National Defence and Defence Production 1, 939-2 1,446°5 492-7 


Expenditures for the army, navy and air services are estimated at $1,516-4 
million for 1952-53 as compared with $1,217-6 million for 1951-52, an increase 
of $298-8 million. Expenditures for Defence Research and Development are 
expected to amount to $41-7 million for 1952-53, an increase of $6-3 million as 
compared with $35-4 million for the preceding year. 


The Government’s contribution to the Permanent Services Pension 
Account which is equivalent to one and two thirds times the contributions by 
permanent services personnel is estimated at $380 million for 1952-53, or $0-7 
million less than the amount contributed in 1951-52. Approximately $26-9 
million relates to current contributions and $3-1 million to contributions for 
arrears. In 1951-52 the corresponding amounts were $18-4 million and $12-3 
million respectively. 


Expenditures under the Mutual Aid programme which are authorized by 
section 3 of the Defence Appropriation Act, 1950 are expected to amount to 
$234-7 million in 1952-53. This represents an increase of $108-3 million over 
the 1951-52 total of $126-4 million. Under the provisions of this section of the 
Act, defence equipment and supplies are transferred from Canadian stocks to 
other parties to the North Atlantic Treaty. The value of the equipment and 
supplies transferred is charged to this appropriation on the basis of the estimated 
present value, and an equivalent amount is credited to a special Defence Equip- 
ment Replacement Account from which payment may be made when replace- 
ments are obtained. The estimated expenditure of $234-7 million in 1952-53 
consists of approximately $58 million for equipment and supplies transferred 
from Canadian stocks to North Atlantic Treaty countries and $176-7 million for 
direct cash outlays for mutual aid by the Government of Canada, representing 
costs incurred in acquiring and supplying new military equipment to parties to 
the North Atlantic Treaty and in the training in Canada of air crews from allied 
countries. In 1951-52 stock transfers amounted to $74-9 million and direct aid 
to $51-5 million. 


82 


Contributions made by Canada towards the military costs of NATO are 
charged to the National Defence appropriations. These payments comprise 
Canada’s share of the NATO military budgets and infrastructure costs as well as 
certain ex-infrastructure costs. The percentage share borne by the particular 
nations is as suggested by the North Atlantic Council subject to the agreement 
of the respective governments. The 1952-53 expenditures for this purpose are 
estimated at $16-9 million. 


Expenditures for the Department of Defence Production are estimated at 
$94 million for 1952-53, an increase of $63 million over the total of $31 
million for the previous year. Capital assistance to private contractors, Crown 
plants operated on a management fee basis, and Crown corporations undertaking 
contracts essential to the defence programme, is estimated at $83-9 million, 
an increase of $61-2 million over the total of $22-7 million for the previous fiscal 
year. Administration and general expenditures of the department are expected 
to amount to $10-1 million compared with $8-3 million in 1951-52. 


In addition to the foregoing budgetary expenditures, the Department of 
Defence Production has made additional cash outlays out of the Defence 
Production Revolving Fund for the procurement of materials for use in the 
manufacture of defence equipment. For purposes of accounting and control, 
materials so acquired are treated as assets in the books of the government until 
they are billed to the Department of National Defence or sold to defence 
contractors for use in the manufacture of defence equipment. It is estimated 
that net cash payments of approximately $34 million will be made in 1952-53 for 
the acquisition of materials as compared with $82-4 million in 1951-52. 


The replacement of equipment and supplies transferred to parties to the 
North Atlantic Treaty also involved cash outlays which were not reflected as 
budgetary expenditures in the year under review. It is estimated that an 
amount of $13 million will be disbursed in 1952-53 for this purpose compared 
with $49 million in 1951-52. The cost of such replacements is charged to the 
Defence Equipment Replacement Fund which is credited with the estimated 
value of the defence equipment and supplies when these are transferred from 
Canadian stocks to NATO countries. 


Public Debt Charges 


Public debt charges in 1952-53, as in 1951-52, will constitute the second 
largest single item of government expense. The total for the year, which is 
estimated at $460-9 million, represents 10-7 per cent of the aggregate expendi- 
tures in 1952-53 compared with a total of $531 million or 14-2 per cent in 1951-52. 
However, when making this comparison it should be noted that the total for 
1951-52 includes a non-recurring charge of $87-5 million representing the 
additional amount required to place interest on public debt on an accrual basis. 
If this amount were excluded from the comparison, there would be a net increase 
of $15-1 million in this expenditure category. 


Interest on funded debt payable in Canada, London and New York is 
expected to show a small decrease of $1-2 million from the previous year. 


It is estimated that interest on deposit and trust accounts will increase by 
$0:2 million, but as insurance, pension and guaranty accounts continued to 
increase substantially during the year, interest on these accounts is expected to 
increase by $16-1 million. Of this increase, $13-3 million is for interest on the 
civil service superannuation account, $2-4 million on the government annuities 
account, and $1-6 million on the permanent services pension account; offset in 
part by decreases of $1 million for returned soldiers insurance and $0-3 million 
for veterans insurance accounts. Interest on these latter accounts was termin- 
ated as of April 1, 1952. 
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__ Other public debt charges are estimated at $13-4 million, as compared 
with $11-1 million in 1951-52. The increase of $2-3 million is due chiefly 
to the increase of $2 million in the annual charges for amortization of bond 
discounts and commissions. 

The following table presents a summary of public debt charges for 1952-53 
and the corresponding figures for the previous year: 


INTEREST AND OTHER PUBLIC DEBT CHARGES FOR THE FISCAL YEARS 
ENDED MARCH 31, 19583 AND MARCH 31, 1952 


Fiscal Year Ended 
March 31 Increase 


or 
(Estimated) 1952 Decrease (—) 


(In millions of dollars) 
Interest on Public Debt— 


Funded Debt and Treasury Bills— 


eA MAAS Sdn, cad noah, vk red Aceves as ol 377-9 378-5 —0-6 
ee IR aon kee meen 1-6 1-7 —0-1 
Pavone waNGa York 22 oer 20 haf oR AGP 10-0 10-5 —0-5 
889-5 890-7 —1:-2 
Depesi ana lrast Aecrounts?. °)2 2: 0 YY OA Si, 3-0 2-8 0-2 
Insurance, Pension and Guaranty Accounts............. 55-0 38-9 16-1 
447-8 482-4 15-1 

Additional amount required to place interest on public debt 
Pweree Oeetao: . Fe tee OD. 30. JOO, DO Rew 87-5 —87-5 
weet anterest on Public Debt: ...:.. eo. as. ss se 447-5 519-9 —72-4 
Annual amortization of bond discounts and commissions. ... 11-7 9-7 2-0 
Per eS TIO, OCG ioe occ lic cs Welk sack wees snes com ns hme 0:5 0-3 0-2 
iconuieauing New Diane: 0s). al. oP. 1-2 1-1 0-1 
WD beter ait Debt (An aryee |... « sie nioce commie oe 460-9 531-0 —70-1 


Subsidies and Tax Rental Payments to Provinces 


Payments to the provinces during 1952-53 for statutory subsidies, the 
transitional grant to Newfoundland, rentals under the 1947 and 1952 tax rental 
agreements and the transfer of certain public utility tax receipts are estimated 
at $338 million compared with $127-2 million in 1951-52. A comparative 
summary of the payments for the two years is given in the following table: 


Fiscal Year Ended 
March 31 Increase 


or 
fetitented) 1952 Perennials 


(In millions of dollars) 


Pieentonemaieeiweer tet ce age ese e sss sae ce es + 20-1 ote ile eae SIA me 
ransinons! 2ranti.o Newioundland .) 64 ih... .s0<fedbide nas. 5-6 6-5 —0-9 
Rentals under 1947 Tax Rental Agreements................. 23-8 96-9 —73-1 
Rentals under 1952 Tax Rental Agreements................. BI te Ce intake af 284-8 


Transfer of certain public utility tax receipts (sec. 7, Chap. 
58, Statutes of Canada, 1947, and sec. 6, Chap. 49, Statutes 
Pe EIR RUG) cat sree nas. oc od AY OS bs ove th ome e 8m e 3-7 3°77 1..35 sabi. 


338-0 127-2 210-8 


Statutory subsidy payments in 1952-53, as in 1951-52, were based on the 
1951 census totals of population. 
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Payments under the tax rental agreements increased by $211-7 million as a 
result of the new agreements signed in 1952 and the entry of the Province of 
Ontario into a tax agreement. The new tax rental agreements provide for 
larger guaranteed minimum payments and the adjusted rental payments are 
based on the increase in the gross national product per capita and the provincial 
population in the year preceding the year of payment instead of the average of 
the three preceding years as under the 1947 agreements. In addition to larger 
rental payments the new agreements also provide that all the instalments in 
respect of a year shall be paid within that fiscal year. Thus payments made in 
1952-53 include the four instalments payable under the 1952 agreements in 
respect of 1952-53 as well as the concluding payment made under the 1947 
agreements. A further reason for the larger amount shown for tax rental pay- 
ments in 1952-53 arises from the discontinuance of the provincial 5% corporation 
income taxes which were levied by the agreeing provinces during the period when 
the 1947 agreements were in force. These taxes were administered and collected 
by the federal government and the proceeds thereof, when finally assessed, were 
turned over to the provinces. The amount turned over to the provinces (less 
small amounts representing the collection of interest and penalties) was deducted 
from the stipulated tax rental payments and in 1951-52 this reduced the federal 
budgetary expenditure shown on this account by $25 million. In keeping with 
the terms of the new tax agreements, these provincial corporation income taxes 
were not levied on profits earned after December 31, 1951, and the amount now 
held by the federal government on account of collections of these taxes is to 
remain in its hands. Accordingly nothing was turned over to the provinces on 
account of these taxes in 1952-53 and there were no deductions from the tax 
rental payments made to the provinces on this account corresponding to the 
deductions made in previous years. 

The amount of the transfer of public utility tax receipts to the provinces is 
expected to be the same as in the previous year. Section 7 of the Dominion- 
Provincial Tax Rental Agreements Act, 1947, authorized the payment to the 
provinces, whether participating in the agreements or not, of a portion of the 
income tax collected from corporations, whose main business was the distribution 
to, or the generation for distribution to, the public of electrical energy, gas or 
steam. Provision for similar payments was also made in the Tax Rental Agree- 
ments Act, 1952. 

A summary of payments, by provinces during 1952-53 is given in the 
following table: 


SUBSIDIES AND TAX RENTAL PAYMENTS TO PROVINCES 
FOR THE FISCAL YEAR ENDED MARCH 81, 1953 


Rentals Rentals 
under under Transi- 
le Penis 1947 1952 tional Total 


Tax Rental | Tax Rental Grant 
Agreements| Argeements 


(In millions of dollars) 


Newfoundland. 408 cc aud aca ttnees 26: 1-6 2-1 10-7 5-6 20-0 
AES igs Wolo] nt: A OL Se RMR El AL 2-1 2-2 18-1 — 22-4 
Prince:Bid ward Leland... eee 0-7 0-7 3-3 — 4-7 
Ne witlatung wibict ode gon atl 1-7 2°5 15-0 — 19-2 
Giaabeo: oh ce eee dv en eee 3°3 — os _ 3°3 
COHGSIIOOT., atiyia, ( :7AUe ti tanta ane be 3-6 — 123-3 — 126-9 
ManitGOR. SLE. au aed eence ait ee ato hale 1-7 2-9 23-1 a 27-7 
SHskachowall 1.00. ee ee, ae 2-0 2°5 23-6 — 28-1 
bade ds) Se 3.20 BOM. oe 2-1 5-0 97.3 sou 34-4 
British Colum biases ec: cvs ected eee 1:3 5-8 40-4 — 47-5 
20-1 23-8 284-8 5-6 334-3 

Transfer of certain public utility tax 

receipts (Sec. 6, Chap. 49, Statutes 
Of Canada 1952) 3.4. shies cece c'uclaws|cleeeeevedee ledel. « Ted: 10) eLetter 3-7 
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Government Contributions to the Civil Service 
Superannuation Account 


, It is estimated that $38-8 million will be charged to expenditures in 1952-53 
in connection with the Civil Service Superannuation Account as compared with 
$110-9 million in 1951-52. 


The government’s contribution of an amount equal to the estimated pay- 
ments by individual contributors in the previous year on account of current and 
prior service is estimated at $13-8 million representing an increase of $0-9 
million over the total of $12-9 million in the previous fiscal year. In March, 


1952, the policy of showing the full estimated actuarial liability in respect of the 
operation of the Superannuation Account on the government balance sheet was 
adopted. The amount of $214 million, by which this actuarial liabili y exceeded 
the balance of the account at the end of the fiscal year, was set up in 1951-52 as 
a deferred charge to be written off to budgetary expenditures as special contribu- 
tions were voted by Parliament in future years. In 1952-53 an amount of $25 
million is included in the expenditures for the year as a contribution to be applied 
to the reduction of this amount. 


Provision for reserve for possible losses on ultimate 
realization of active assets 


An amount of $75 million will be transferred during the year to the general 
reserve for possible losses on the ultimate realization of active assets with a 
corresponding amount being shown as an expenditure in the government’s 
accounts. ‘This will bring the balance in the reserve at the end of the fiscal 
year to $545-9 million which is equivalent to approximately 7 per cent of the 
aggregate active assets. No charge or write-off to the reserve is expected during 
the fiscal year. 


Family Allowances, Old Age Assistance and Pensions to Blind Persons 


Payments for family allowances are estimated at $334-1 million for 1952-53 
representing approximately 7-7 per cent of the total expenditures as compared 
with $320-5 million or approximately 8-6 per cent of the total in 1951-52. This 
estimated increase of $13-6 million is attributable chiefly to the natural increase 
in population in the eligible age groups. 


Payments in respect of old age assistance and blind pensions (excluding 
pensions paid from the Old Age Security Fund) are estimated at $22-1 million 
for 1952-53 as compared with $83-2 million in 1951-52. 


The present scheme of old age and blind pensions came into force on January 
1, 1952, so that 1952-53 was the first full fiscal year of operations thereunder. 
Up to that time both of these types of pension were available under the Old Age 
Pensions Act to those who were 70 years and over, or 21 years and over if blind, 
who satisfied the means and residence tests. Thereafter under the Old Age 
Security Act all persons 70 years and over who satisfied the residence require- 
ments could receive pensions of $40 a month from the federal government out 
of the Old Age Security Fund which was established in accordance with that Act. 
At the same time the Old Age Assistance Act and the Blind Persons Act came 
into force. Under the first of these new Acts the federal government reimbursed 
the provinces by paying 50 per cent of the lesser of $40 monthly or the amount 
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of assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who were in the age group of 65 to 69. The same procedure was 
followed by the federal government in reimbursing provinces under the terms 
of the Blind Persons Act for pensions paid to eligible blind persons in need over 
the age of 21. 


Payments in respect of old age assistance and blind pensions are estimated 
at $22-1 million for the full fiscal year 1952-53, whereas in the previous fiscal 
year only $6 million was expended on the same groups in the form of $3-7 million 
on blind pensions for the whole year and $2-3 million for old age assistance in 
the last quarter. During the first nine months of 1951-52, $77-2 million was 
spent on old age pensions under the old Act. 


A comparative summary of the estimated payments for 1952-53 and actual 
outlays for 1951-52 is given in the following tables: 


FAMILY ALLOWANCE PAYMENTS AND FEDERAL CONTRIBUTIONS TO OLD AGE 
PENSIONS, OLD AGE ASSISTANCE AND PENSIONS TO BLIND PERSONS FOR 
THE FISCAL YEARS ENDED MARCH 31, 1953, AND MARCH 31, 1952 


Fiscal Year Ended 
March 31 Increase 


or 
atetiea teal 1952 ie 


(In millions of dollars) 


FarnrivsA Uowancesy. 3..0ein cs cn te Wescalen cent ace cee 334-1 320-5 13-6 

Federal contributions to 
Old: Age: Pensions oat Fae Oe ie yeas eee of Ge ed, ee — 77-2 —77-2 
Old tAee: A Seistante: ss asihe nist alee t nual bic bAaate & Ge aE ea 19-1 2-3 16-8 
IPENnSiGnsitost he DLinGde se eee eae ee et ete. tee ee 3-0 3-7 —0-7 
356-2 403-7 —47-5 


The estimated distribution of these payments, by provinces, is shown in 
the following tables: 


FAMILY ‘ALLOWANCE PAYMENTS 


Fiscal Year Ended 
March 31 
mele jen te se eS Increase 


1953 
(Estimated) 1952 


(In millions of dollars) 


Nowtoundiandy.91)6. £1207 .123.. 40,250 Dam Rew 10-9 10-6 0-3 
NO VATHEGEIS ote. sc Orece cides thin a IRI 5 a eee ee me 16-3 15-9 0-4 
FRice award 1aland- a ee ee 2°5 2:5 —_ 
New Brusswiek SL 0e 5. OF. DOE hie Ore Geta tla 14-2 13-9 0-3 
Quenet iss ca riraarriie. bs tar es eld: bese. bea 107-4 102-9 fede 
Ontario eee EN Ny ahs atte sustechhl ets ool ay che ROT Sc REE CE a ree 98-2 93-2 5-0 
Manitobatt! 01007, PR LON OS UL TMNT Seat: fe dn 0 6 17-3 16-7 0-6 
Saskatchewanastes evra, ciate ht. ach. teres, Aad ee eee 19-7 19-4 0-3 
Alberta Fe TE Ne ee CEL nee Bm Ser elm” REE NS ti Rae | 22-6 21-6 1-0 
British’ Colum bia, eM 22.09 5 Ma 2G ed ey 24-4 2301: 1-3 
Northwest and Yukon Territories............cccccccceeeeu. 0-6 0-6 — 
334-1 320-5 13-6 
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FEDERAL CONTRIBUTIONS TO OLD AGE ASSISTANCE AND PENSIONS TO THE 
BLIND FOR THE YEAR ENDED MARCH 31, 1953 


ne 
SS 0o20F72O°TFO@aoeoeoqoqoqoq®oqe*oq*q®q*q®qoo®o=E$O$$aq$S=S=E=E0~q@qm LL wooo 


Old Age Pensions 
—_—- Assistance to the 
Act Blind 


(In millions of dollars) 


eMC BIOL... .. Cicknn use umarewee cuca conacecuas 0-8 0-1 
I Pe tI, wu beh o ee eum mad ancamh avbwbe. 0-9 0-3 
Sree Ra aLa APATITE Er 8s Tp RS CESS Sw UU Awe 0-1 (1) 

ee ee Tk cues w Cav kb Awandusachduceeeg 1-1 0-3 
ee Me MO dev awk wedk unin dewneet eee 7-0 1-1 
eR NR ee ee bn ON os Sau bed ke-kls du’ caus tem 4-6 0-6 
ee OE EER i to beck hwis ka cceekah «vnc eae 1-0 0-2 
RR TN EE fo 6) angi ¢ wa Pes ve a glu pes ovale o beac a tees 1-0 0-1 
ed, ORY a5 v cviscdh vue pine wacun at wna coy 0-9 0-1 
BM RIO ree re ere os cn he vex loke esc caecttouge On 1-7 0-2 
PCr rr ee ee RO ET INOLIOR ren sk dev icc cdavccdccenccvenens (1) (1) 


— 
oO 
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(4) Less than $50,000. 


Unemployment Insurance Act Administration and 
Government’s Contribution 


Expenditures relating to the Unemployment Insurance Act (excluding the 
Government’s payment as an employer) are estimated at $56-7 million for 
1952-53, an increase of $2-9 million over the total of $53-8 million for 1951-52. 


Unemployment insurance benefit payments are not charged directly to 
budgetary expenditures, but to the Unemployment Insurance Fund which is 
financed by contributions from employers and employees, by interest earned 
on investments, and by the Government’s contribution of an amount equal to 
one-fifth of the combined employer-employee payments. 


The Government’s contribution to the Fund for 1952-53 is estimated at 
$31-2 million compared with $29-9 million in 1951-52. Administration costs 
are estimated at $25-4 million or $1-5 million more than the total of $23-9 
million for the previous fiscal year. 


Agriculture 


Expenditures of the Department of Agriculture are estimated at $117-3 
million for 1952-53 compared with $67-1 million for 1951-52. The estimated 
increase of $50-2 million is due chiefly to increases of $40-3 million in the net 
operating loss of the Agricultural Prices Support Account, $6 million in freight 
assistance on western feed grains and $2 million in outlays on rehabilitation and 
reclamation projects. A reduction of $1-7 million in assistance to apple growers 
is expected to be slightly more than offset by increased costs of the science, 
production, marketing and experimental farms services and by the premium 
payments on hog carcasses. 


The following table presents a comparative summary of the expenditures 
of the department for the last two years: 
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Fiscal Year Ended 
March 31 Increase 


or 
(eben ceed) 1952 fe am 


(In millions of dollars) 
Freight assistance on western feed grains.............+..+.+. 15-0 
Rehabilitation and reclamation projectS................006: 


1-0 

3°9 
Premium on hoe Garcasses sth. enkic us emia ae Bilis ate nea ae 6-2 
Experimental Farms Service. sau weniene ce tobe te oe bh ame ena & : 
9-0 

5-0 
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Science: Servicer eke he Mes Re ee a eae eerie electiega tah aateiel ts 
Prodaction Services)... oc ecieewsmiethos Sawa eens ee: alanis 
Mathetine Servaceira. 6s... ccd selec ou apart 6 noe eoaauphe & 
Assistance to apple growers— 

Nova Scotia and British Columbia............22002008% — 
Net operating loss— 

Agricultural Prices Support Board................000005 42-0 
Departmental administration and sundry................... 2-9 
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Citizenship and Immigration 


Expenditures of the Department of Citizenship and Immigration are 
estimated at $23-7 million for 1952-53, an increase of $0-5 million over the 
total of $23-2 million in 1951-52. 


The following table presents a comparative summary of the expenditures 
for the last two fiscal years: 


Fiscal Year Ended 
March 31 Increase 


or 
1953 1952 Decrease(—) 
(Estimated) 


(In millions of dollars) 


Citizenship and Citizenship Registration.................... 0-8 0-5 0-3 
Triemigration (0536. SARL. oa aA Piles SE SEER, By 7-4 8-2 —0:8 
Tndian ALPAITS To ee cache eee ce Cen Lee Sein aamt ee EeeaaE 15-1 14-0 1-1 
Administration and general...... ORV Nn PENT ENN rag) 170 0-4 0-5 —0-1 

23-7 23-2 0-5 


External Affairs 


Expenditures of the Department of External Affairs are estimated at 
$39-1 million for 1952-53 or $1-5 million more than the total outlay of $37-6 
million in the previous year. Assistance to other countries directly or through 
international organizations is estimated at $26-1 million for 1952-53 compared 
with $26-4 million in 1951-52, the principal item in the category being the 
amount of $25 million provided under the Colombo Plan for assistance to countries 
in South and South-East Asia. Outlay for membership in commonwealth 
and international organizations is estimated at $3-5 million and administrative 
and general expenditures of the department are expected to amount to $9-5 


million. The corresponding expenditures in 1951-52 were $2-7 million and 
$8-5 million respectively. 
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Finance 


The major items of expenditure for the Department of Finance have 
already been dealt with, in comparative form, under the headings ‘‘Public Debt 
Charges’”’, ‘Subsidies and Tax Rental Payments to Provinces’’, ‘Provision 
for reserve for possible losses on the ultimate realization of active assets” 
and ‘‘Government’s Contribution to the Civil Service Superannuation Account”. 

In addition, it is estimated that amounts totalling $30-8 million will be 
spent in 1952-53 compared with $29-5 million in 1951-52. The following table 
presents a comparative summary of these expenditures for the past two fiscal 
years: 


Fiscal Year Ended 
arch 31 Increase 


or 
1953 Decrease(—) 
(Estimated) 1952 ; 
(In millions of dollars) 


Administration expenses—Office of the Comptroller of The 


RNR Mle pole i BO 8 cus De Rcouise irene ok duis owen 13-4 12-6 0-8 
a CCITT ITE VOLE TIGR re Coats Soe s o's dros ae ns ces wece 7-2 7-0 0-2 
Grants to Municipalities in lieu of taxes on federal property. . 2-7 2-1 0-6 
Government’s contribution as an employer to the Unemploy- 
Ratan MO UE Be, 2, wi twigs ogc s Have 48 dade.» asc « Be 1-1 1-1 — 
Federal government’s share of claims—Rimouski and 
ImraREReE Cit Owes eer ac LL PE Ge ek. 0-2 1-2 —1-0 
Implementation of guarantees—Ming Sung Industrial Co. f 
6B EES ARES GETS (DSTO Sampo RT 1- 1-3 0-4 
Departmental administration and general................... 4-5 4-2 0-3 
30-8 29-5 1-3 


Mines and Technical Surveys 

Expenditures of the Department of Mines and Technical Surveys are 
estimated at $29-7 million for 1952-53 compared with $27-8 million for 1951-52. 
The increase of $1-9 million is due chiefly to increases of $1-4 million in the 
expenses of the Dominion Coal Board and $1-7 million in general and administra- 
tion expenditures, offset by a decrease of $1 million in expenditures under the 
Emergency Gold Mining Assistance programme. 


National Health and Welfare 

Family Allowances, Old Age Assistance and Pensions to the Blind constitute 
the major items of expenditure for the Department of National Health and 
Welfare and because of their importance in relation to the total government 
expenditures, they have been dealt with separately under their respective head- 
ings in preceding paragraphs. It is estimated that the department’s expendi- 
tures for all other services will amount to $55-9 million in 1952-53 as compared 
with $45-4 million in 1951-52. General health grants to assist the provinces 
in hospital construction, the strengthening of general public health services 
and the control of diseases are estimated at $31 million, an increase of $6-7 
million compared with $24-3 million for 1951-52. Administration and general 
expenses, including Indians’ and Eskimos’ health services, are estimated at 
$24-9 million, an increase of $3-8 million over the total of $21-1 million for. 


1951-52. 


National Research Council and Atomic Energy Control Board 

The National Research Council expenditures for 1952-53 are estimated at 
$16-5 million indicating an increase of $3-7 million over the total of $12-8 
million for 1951-52. Expenditures of the Atomic Energy Control Board are 
estimated at $12-7 million for 1952-53 compared with $12-3 million in the 
previous fiscal year. 
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National Revenue 

Expenditures for the Department of National Revenue are estimated at 
$47-7 million for 1952-53 compared with $45-8 million for 1951-52. Of the 
total increase of $1-9 million, $1-7 million is for the Customs and Excise Divisions 
and $0-2 million for the Taxation Division. 


The following table presents a comparative summary of the expenditures 
of the department for the last two fiscal years: 


* Fiscal Year Ended 
March 31 Increase 


as ee ee Ry as GS ER Ee or 
(iain 1952 neem 


(In millions of dollars) 


Customs'and Excise Divisions... ....2enen gee ete uuceaaweens 25:6 23-9 1-7 
(Paxation DIVISION sets mes dca ee oie De Cena tae wearer 22-0 21-8 0-2 
Income Tax AppealtBoard :: 4s. 2eese ceo ce eben sh aaleaon 0-1 Ov 1 leery Us cs. 

47-7 45-8 1-9 
Post Office 


Gross expenditures of the Post Office Department for 1952-53, including 
payments from revenue, are estimated at $124 million, an increase of $8-3 
million over the total of $115-7 million for 1951-52. Remunerations of post- 
masters, staffs at revenue and semi-staff offices and commissions at sub-offices 
are paid from revenue. These payments, included in the total of $124 million, 
are estimated at $17-8 million for 1952-53 compared with similar payments 
amounting to $17-7 million in the previous fiscal year. Other disbursements 
which are charged to budgetary expenditures are estimated at $106-2 million 
for 1952-53 while the corresponding total for the previous fiscal year was $98 
million. 


The following table presents a comparative summary of the expenditures 
for 1952-53 and 1951-52: 


Fiscal Year Ended 
March 31 Increase 


or 
(istinented) 1952 espe gis 


(In millions of dollars) 
Charged to Expenditures— 
perations—including salaries and other expenses of staff 
post offices, district offices and railway mail services 
and supplies and equipment and other items for 


POVGNUG- PORE OMICES. oc. vek ide de oo uke RR eee 61-0 56-3 4-7 

Transportation—movement of mail by land, air and 
i TTAURR «o> «deta. » 2bh «PN sHa > Pepe a~ Bela ERR eek ae 41-6 38-4 3-2 
Binancial servicesiiet s 21s 2645 tae oc, SOUR Pe 2-4 2-3 0-1 
Departmental administration and general............... 1-2 1-0 0-2 
106-2 98-0 8-2 

Charged to Revenue— 

Operations—salaries of postmasters and staffs at revenue 

and semi-staff offices, commissions paid at sub- 
offices and other disbursements..................... 17-8 17-7 0-1 
124-0 115-7 8-3 
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Public Works 


Expenditures of the Department of Public Works for 1952-53 are estimated 
at $81 million compared with a total of $77-5 million for 1951-52. The following 
table presents a comparison of expenditures for the last two fiscal years: 


Fiscal Year Ended 
March 31 Increase 


or 
(etickted ) 1952 rere anh 


bi illi f doll 
Architectural Branch— ee acre 


Pablic Buildings—Ottawa. 20.2... ..eccdscdedecdecees 12-1 10-1 2-0 
Public Buildings—Other than Ottawa................... 17-8 15-6 2-2 
Spal ee ee eras Siete OB asd 0s. 20-6 25-0 —4-4 
Ne TSMR Sa isc enivanntydineincatiensnsonanscnvtina sn 28-9 25-2 3-7 

Pats aMaMAS LER LOWE ONETALS We... ok dns vince cdc caccses 1-6 1-6 — 
81-0 77-5 3°5 


Increases totalling $4-2 million for the operation and maintenance of federal 
public buildings are more than offset by decreases of $4-4 million in other ex- 
penditures of the Architectural Branch. Expenditures of the Engineering 
Branch are estimated at $28-9 million for 1952-53, an increase of $3-7 million 
over the total of $25-2 million in 1951-52. 


Resources and Development 


Estimated expenditures of $35-6 million for the Department of Resources 
and Development for 1952-53 are $3-8 million greater than the total of $31-8 
million for 1951-52. The following table presents a comparative summary of 
expenditures for the last two fiscal years: 


Fiscal Year Ended 
March 31 Increase 
——= ——. or 


rier seat 1952 iain 


(In millions of dollars) 


iy uh Re ce EB 0 dr ll A a re 
Engineering and Water Resources Branch................... 
Northern Administration and Lands Branch................ 
(ho SE NO Se 02 aR aa ee ed ee aN Ea a Pi er RR 
Canadian Government Travel Bureau............... St 
a 0d Sak ees a Ste <n wins Yes A KW ale eet 8 


— 
on Orr wt AI) 
lor) Ore AT AT rR CO 


eo 


Expenditures of the Engineering and Water Resources Branch are estimated 
at $17.1 million, of which $13 million represents the Government’s contribution 
to the provinces in connection with the Trans-Canada Highway. In 1951-52 
the contribution was $12-8 million. 


Royal Canadian Mounted Police 


Expenditures for 1952-53 of the Royal Canadian Mounted Police are 
estimated at $32-1 million compared with a total of $27-3 million for 1951-52. 
The following table presents a comparison of expenditures for the last two 
fiscal years: 
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en —————— 


Fiscal Year Ended 
March 31 Increase 


or 
Aaianted 1952 cient 


(In millions of dollars) 


Visa thd BOYS ois sk, din: 5c eA oe I tele aedecat hati ai eo 28-2 23-5 4-7 
Marine SCTViIGES +s. Hee cin.nce cb Paes ERE tls aya ow era sia eros oles 1-0 0-9 0-1 
“A Via tiOn Sen ViCes oo wasn suas ae tac ae eat eee ie eb skates 0-4 0-2 0-2 

Government contribution to the Royal Canadian Mounted 
Police Pension-A CCOUNtjas ieee Oe ane ot eta oetenie 0-5 0-9 —0-4 
Administration andigeneral. 6. Blgkes 0c ce dees sce seeders 2-0 1-8 0-2 
32-1 27-3 4-8 


Expenditures for land services are estimated at $28-2 million in 1952-53 
compared with $23-5 million in the previous fiscal year. Increases of $0-1 
million in marine services, $0-2 million in aviation services and $0-2 million in 
administration and general are largely offset by a decrease of $0-4 million in 
the Government’s contribution to the Royal Canadian Mounted Police Pension 
Account. 


Trade and Commerce 


Expenditures of the Department of Trade and Commerce are estimated 
at $17-1 million for 1952-53, a decrease of $4-7 million from the total of $21-8 
million for 1951-52. The following table presents a comparative summary of 
expenditures for the last two fiscal years: 


Fiscal Year Ended 
March 31 Increase 


or 
peli aan ie ) 1952 tg. pais. 


(In millions of dollars) 


Trade Commissioner Servite ni). 44 sirddauie e's oidisashieeen sikh 2°3 2-1 0-2 
DEANUATGS TOUVASION och. hemes Baie ss steeds Ck cae e tie eee 1-4 1-3 0-1 
Dominion Bureau of Statisticsse. ss asi. o.5 bless css cece viececs 5-8 10-6 —4-8 
Cana a Orsi ACG os acta cae as ee ge atch ee 4-8 3°8 1-0 
Administration and General to.  .geccs sss vcletccase wceece des 2-8 4-0 —1-2 

17-1 21-8 —4-7 


The decrease of $4-8 million in expenditures of the Dominion Bureau of 
Statistics is largely attributable to the absence in 1952-53 of expenditures 
comparable to those in 1951-52 for the census of population and agriculture 
and the 1951 census of distribution. Increases of $0-2 million in outlay for the 
Trade Commissioner Services, $0-1 million for the Standards Division and 
$1-0 million for expenditures under the Canada Grain Act are largely offset by 
a decrease of $1-2 million in administration and general expenditures which 
are estimated at $2-8 million. The decrease in this latter category is due 
mainly to a non-recurring expenditure in 1951-52 of $1-6 million representing a 
payment with respect to the Greater Winnipeg Dyking Board. 


Transport 


__ Expenditures of the Department of Transport are estimated at $107-6 
million for 1952-53, an increase of $7-7 million over the corresponding total of 
$99-9 million for 1951-52, as shown in the following table: 
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eit ian en ete tases nip ts deseo ohnctitesaos cotta sphere ~ asc 
oe 


Fiscal Year Ended 
March 31 Increase 


or 
(Estimated ) 1952 Ppseaaee <>) 


I illi 
AGr- Sarvices= (In millions of dollars) 


Telecommunications Division..............0.ccceecces. 13-4 12-0 1-4 
ET CS MLB a's: a er aR 6-8 6-1 0-7 
UUNMEBRIULON ee dor cites fs cate. dé chat ea 20-4 17-9 2-5 
40-6 86-0 4°6 
Other Services— 
CRE OREDS 3, ss a ve OE, OCB 10-0 8-0 2-0 
I RINNE tele aerating ighhi's.«-sepie dictnecara aeons 22-6 17-5 5-1 
Railway Services (including Maritime Freight Rates 
Act and maintenance of trackage C.N.R. and C.P.R) 21-9 12-3 9-6 
Canadian Maritime Commission....................ccceece. 4-0 4-5 —0-5 
Deficits and non-active advances— 
Government-owned enterprises............0..eeeeeeeeee 5-3 18-2 —12-9 
Departmental administration and sundry................... 3°3 3°4 —0-1 
107-6 99-9 7-7 


Estimated expenditures for air services reflect increases of $1-4 million for 
the telecommunications division, $0-7 million for the meteorological division 
and $2-5 million for civil aviation. Outlays in canal services are expected to 
total $10 million, an increase of $2 million over the previous year while marine 
services expenditures are estimated at $22-6 million, or $5-1 million more than 
in 1951-52. Railway services, at $21-9 million, are expected to be $9-6 million 
higher than in 1951-52. Of the total increase in the latter category, $3-8 million 
is due to payments under the Railway Act, Chap. 22, sec. 18, (Statutes 1951) to 
the Canadian National and Canadian Pacific Railways for the maintenance of 
trackage on the railways’ transcontinental lines in certain areas of Northern 
Ontario. These increases which reflect increased activity in the airport, vessel 
and other construction programmes of the department, larger payments under 
the Maritime Freight Rates Act and general increases in the costs of normal 
continuing services, are offset in part by estimated reductions of $0-5 million 
in the expenditures of the Canadian Maritime Commission and $12-9 million 
in deficits and non-active advances to government-owned enterprises. 


The following table presents a comparative summary of expenditures for 
deficits of, and non-active advances to, government-owned enterprises for 
1952-53 and 1951-52. 


NET INCOME DEFICITS AND NON-ACTIVE ADVANCES TO GOVERNMENT-OWNED 
ENTERPRISES FOR THE FISCAL YEARS ENDED MARCH 31, 1953 And MARCH 31, 1952 


Fiscal Year Ended 
March 31 Increase 


or 
ee cr 


(In millions of dollars) 
Net Income Deficits— 


Canadian National Railways.............. eee ety ee es 15-0 —15-0 

Canadian National (West Indies) Steamships, Ltd......].............- 0-5 —0-5 

North Sydney—Port aux Basques Ferry and Terminals Berend, Cad a gia See 1-8 

Prince Edward Island Car Ferry and Terminals........ 1-5 1-4 0-1 
National Harboura Board...» .aci+ ssi oasde- seen OF> areas 0-1 CE GE ree Spee ele 

| 3-4 17-0 ~13-6 

Loans anid Advances, Non-Active— ae ie 

National Harbours Board.............ceceeceeecseesens 1-9 . 
5-3 18-2 —12-9 
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The expected decrease of $12-9 million in this category is due to the fact 
that the C.N.R. mainly because of the change in its capital structure which 
reduced interest charges, as authorized by the C.N.R. Capital Revision Act, 
1952 did not incur a deficit in the calendar year 1952. In 1951 the Railway’s 
deficit was $15 million. 


Veterans Affairs 

Total expenditures for the Department of Veterans Affairs are estimated at 
$242-5 million for 1952-53, an increase of $26-5 million compared with the total 
of $216 million for 1951-52. The table which follows presents a comparative 
summary of the expenditures for the two fiscal years: 


Fiscal year ended 
March 31 Increase or 
ee ee i I ECHEASS 


1953 hers) 
(Estimated) 1952 


(In millions of dollars) 


Pensions (World Wars I and II and Northwest Rebellion 
1 


ON eee wel ans he’ iaty aes a0" 4 eins! nope) 3 gelgne S Sueteigs = cCeeNe ois leat IR 127-1 103-7 23-5 
"Freatment) Services fs. 4/5 se. Pett aa. he ee et Se cos CO 42-0 39-6 2-4 
War Veteran’s allowances and other benefits................. 30-9 , 29-6 1-3 
War service gratuities and re-establishment credits.......... 11-1 9-8 1:3 
Post-discharge rehabilitation benefits................00ee eee 4-0 6-6 —2-6 
Soldier Settlement and Veterans’ Land Acts— 

Admainistration and’ ‘general Be. RUSE ea 5-7 5-9 —0-2 
Provision for reserve for conditional benefits............ 8-0 7-6 0-4 

Departmental, district and pensions administration and 
FRISCO SRCOUS DAY MONUG Soko osc ccochuts.wi s+ Nuxueah beets Se 13-7 13-2 0-5 
242-5 216-0 26-5 


The increase of $26-5 million in the department’s expenditures for 1952-53 
is due mainly to increased rates of pension which became payable in January 
1952 as a result of amendments to the Pension Act. Consequently, the revision 
a was applicable for only three months of 1951-52 was in effect for all of 

52-53. 


The provision for the reserves for conditional benefits under the Veterans’ 
Land Act is estimated at $8 million, an increase of $0-4 million over the 
previous year. Conditional grants are made to veterans who enter into agree- 
ments with the director for sales of land and chattels provided they fulfil the 
terms of the agreements for a period of ten years. The amount charged to 
expenditures during 1952-53 under this heading covers one-tenth of the con- 
ditional benefits included in sales to veterans prior to April, 1953. 


4. THE CASH POSITION 


In the preceding sections of this Part the budgetary transactions of the 
Government for the fiscal year 1952-53 have been described in some detail and 
the estimated budgetary revenues and expenditures and surplus have been 
analyzed and compared with the actual figures for the preceding fiscal year. 
However, the budgetary accounts do not reflect the full scope of the Govern- 
ment’s financial operations which extend beyond the collection of revenues or 
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the making of expenditures in the strict or narrow accounting or budgetary 
meaning of those terms. While a substantial part of all governmental activities 
is directly reflected in the budgetary accounts, large amounts of cash are received 
and disbursed in connection with extra-budgetary transactions and these receipts 
and disbursements must be taken into account when measuring the impact of 
the Government’s financial operations upon the economy or analyzing the 
implications of Government spending and the methods by which that spending 
is financed. 


Consequently in determining the over-all cash surplus or deficit for the 
fiscal year, the cash available from or required for non-budgetary as well as 
budgetary transactions must be taken into account. 


The non-budgetary receipts and disbursements relate to transactions which 
result in increases or decreases in the Government’s assets and liabilities. They 
do not appear in the Government’s income account nor do they enter into the 
calculation of the annual budgetary surplus or deficit. On the assets side, they 
consist, for the most part, of advances to and repayments of loans by Crown 
corporations and other government agencies, foreign, provincial and municipal 
governments and other borrowers, investments in government securities and 
outlays for the acquisition of inventories of materials which will be used in the 
future, and for services rendered in one year but applicable to the accounts of 
subsequent years. On the liabilities side, the transactions relate primarily 
to receipts and payments in connection with the numerous deposit and 
trust, and annuity, insurance and pension funds held or administered by the 
Government. 


The following summary shows how the non-budgetary transactions and the 
budgetary surplus affect the Government’s funded debt and cash position in 
1952-53. For purposes of comparison the corresponding figures for 1951-52 
are also shown: 
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Fiscal Year Ended 
March 31 


1953 
(Estimated) 1952 
SAMs LI TE Ye SPs ne NSA Te AO Re OE RRL, Ml NRO OS AE Te Ra 
(In millions of dollars) 
Non-BupDGETARY DISBURSEMENTS (excluding unmatured funded debt trans- 


actions)— 
Loans, investments and working capital advances— 
Loans to and investments in Canadian National Railways......... 124-8 139-9 
Loans to Central Mortgage and Housing Corporation.............. 75°8 73°7 
Temporary loans to Old Age Security Fund...................00. 100-0 — 
Advances to Agricultural Prices Support Account.................. 66-7 4-8 
Advances'to Exchange Bund Ji. . Seo S20. 20. DR 50-0 200-0 
Advances to Defence Production Revolving Fund................. 34-4 82-4 
Loans under Soldier Settlement and Veterans’ Land Acts.......... 7-1 9-1 
Other loans, investments and working capital advances............ 8-0 18-0 
(466-8) (527-9) 
Other non-budgetary expenditures— 
Cost of loan flotations (portion to be amortized)..................- 8-7 —5-7 
Net decrease in provincial 5 per cent Corporation Income Tax 
Suspense, Accounts. 5) etre acuta seine tay Heubetcielcice nea tana 30-7 —14-4 
Net decrease in outstanding cheques, interest due, accounts payable, 
Stossel. MLS. Sal LCI POL ad RRR Te Oa ioe 108-6 42-3 
Net decrease in cash balances of Unemployment Insurance Fund. . 4-7 1-6 
Net disbursements from’ sundry accounts... 0000) 020i oe bie. 7:8 — 
(160-5) (23-8) 
TOeranl 22. fy MALU, CONE! COTS ERR MAN: Ook tee 627-3 551-7 
Non-BupGetary Receipts (excluding unmatured funded debt transac- 
tions)— 
Repayments of loans, investments and working capital advances— 
1943 oan torUnitea Kingdoms: 7) se sauce hc) Cente n toe men 23-5 31-1 
1046uoan'to United Kingdom. 2) gi). 0) 0se. Pe. eee 14-3 14-0 
Loans to other foreign Governments. .<..5.. jcteetne cies ok telat 20-7 14-3 
Loans to Provincial and Municipal Governments.................. 3°8 4-2 
Other Loans, investments and working capital advances........... 2-0 — 
(64-3) (63-6) 
Net Government Annuities Account receipts— 
Premium receipts less payments to beneficiaries................... 34-0 30-0 
Interest: paid by Government./7/55 020 hee ees Gk 27-1 24-7 
Government contribution to maintain reServe.............eeeeeeeee 1-0 0-9 
(62-1) (55-6) 
Net insurance and pension account receipts— 
Employee contributions less payments to beneficiaries............. 12-1 13-5 
Government contributions ey Lee nen 44-2 66-6 
Special Government provision for unamortized portion of Civil 
Service Superannuation Account liability...................... 25-0 75:0 
Juterest: paid: by, Government, 2. «Jes acs aoc ae eee eee: 27-9 14-2 
(109-2) (169-3) 
Net increase in Defence Equipment Replacement Account............. 66-1 25-9 
Net increase in interest accrued on the public debt..................... 7-0 87-5 
Net increase in reserve for possible losses on the ultimate realization 
Ol aCULVE BSBObR Sisk. oie abe eee ooo tk ow Col SRE Ecru sn nae 75-0 75-0 
Net increase in reserve for conditional benefits— 
Veterans Dandi Act... atuoesisccae Lan eee ae ie eee yee ee 8-1 7-6 
Net- receipts irom sundry acteunts, 000. ee ee eee 57-3 72°3 
PR OPAL Ss. 8 ss cia eae Oi ic We a al A te ogi ae 449-1 556-8 
Nar Non-BUDGmuny: REQUIREMENTS: nics 5 eek Pea ol ins tunel eae 178-2 —5-1 
Depvuct: 
BUDGETARY SURPUWS , (ag nc sos peak 0 Ee ye ee cee ee 47-8 248-0 
Overatt CasnH Dericrr (—) RequirED TO BE FINANCED BY BORROWING —130-4 
OvERALL CasH SurpLus AVAILABLE FoR Dest REDUCTION.........--.-c0ce. 253-1 
Net Increase on Decrease (—) In Unmaturep Funprep Dest Ovur- 
STANDING IN Tam ELANDS OF THE (PUBLIC. 0... Uc ee *141-7 —383-9 
Net Increase or Decrease (—) In Caso BALANCES.........-.-0cccccceceee 11-3 —130-8 
ra EY a ene yey, Ca I Os a Me tee ee en 


* Adjusted for changes in Securities Investment Account and Sinking Fund. 


97 


As the table shows, non-budgetary disbursements are expected to amount to 
$627 -3 million in 1952-53 and non-budgetary receipts to $449-1 million, resulting 
in a non-budgetary deficit of $178-2 million compared with a surplus of $5-1 
million for 1951-52. Deducting from this sum the budgetary surplus of $47-8 
million, a net cash deficit of $130-4 million remains to be financed by additional 
borrowing from the public. In 1951-52, a cash surplus of $253-1 million was 

available for debt redemption. 

Non-budgetary disbursements, which are estimated at $627-3 million, 
include $124-8 million to the Canadian National Railways, $75-8 million 
to Central Mortgage and Housing Corporation for housing construction and 
housing loans, $100 million in temporary loans to the Old Age Security Fund 
to cover the excess of pension payments over tax receipts, $66-7 million for 
advances to the Agricultural Prices Support Account, $50 million for advances 
to the Exchange Fund, $34-4 million for advances to the Defence Production 
Revolving Fund for the acquisition and stockpiling of defence materials, $15-1 
million for miscellaneous loans, investments and working capital advances 
(including $7-1 million for loans to veterans), $8-7 million for discounts and 
commissions on loan flotations, $30-7 million for the decrease in the balance 
of the Provincial 5 per cent corporation income tax suspense account, $108-6 
million for the decrease in outstanding cheques, interest due and accounts 
payable, $4-7 million representing the decrease in the cash balances of the 
Unemployment Insurance Fund, and $7-8 million in disbursements from sundry 
accounts. 

Non-budgetary receipts, amounting to an estimated total of $449-1 million, 
are made up of $62-1 million from net Government Annuities Account receipts, 
$109-2 million from insurance, pension and liability account receipts, $64-3 
million from repayments of sundry loans and investments (of which $58-5 
million was from the United Kingdom and other foreign governments), $75 
million representing the increase in the general reserve for possible losses on the 
ultimate realization of active assets, $66-1 million the increase in the Defence 
_ Equipment Replacement Account, and $72-4 million receipts from sundry 
accounts. 

To finance the over-all cash deficit of $130-4 million on budgetary and non- 
budgetary account, unmatured funded debt in the hands of the public will 
increase during 1952-53 by $141-7 million, with the result that the Government’s 
cash balances will be increased by $11-3 million. 


68766—7 
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5. ESTIMATED BALANCE SHEET POSITION AT MARCH 31, 1953. 


The following table presents in summary form the Government’s estimated 
balance sheet position at March 31, 1953, with the comparable figures for March 
31, 1952. 


SUMMARY OF THE LIABILITIES AND ASSETS OF THE GOVERNMENT OF CANADA 
AS AT MARCH 31, 1953 and MARCH 31, 1952 


(in millions of dollars) 


Fiscal year ended 


March 381 Increase or 
— ——_—_—_—____—_—__——| Decrease 
1953 — 
(Estimated)| 19 
Liabilities 
Floating debtiss 2. See CUS See SOO 739-1 847-7 —108-6 
Deposit and trust accounts. soxceien ee) oucat pee ehe> weeps 185-1 131-8 53°3 
Insurance, pension and guaranty accounts.................... 1,557-9 1,416-3 141-6 
Deferred credite.... 0. Sa eee ee ee 130-0 124-6 5-4 
Sundry suspense accounts::5...076. 2. fh: « Se Se eee. eb . 345-5 304°5 41-0 
Province debt accounts... «cass skims ah yaachete meds > SMe bees 11-9 REE Sal Geetates eae a ee 
Funded*debt unmaturéd 5.02. ea he eee ee ene 14, 837-6 14, 695-4 142-2 
17,807-1 17, 532-2 274-9 
Active Assets 
Cashtand other current assets ison eee are ne A ee 2,516-7 2,330-2 186-5 
Loans to, and investments in, Crown agencies................ 1,687-9 1,472-7 215-2 
Other Yoans angrinvestments As... cs. eee eae 2,528 -2 2,591-3 — 63-1 
Sinking fund and other investments held for retirement of 
wnmatured funded) debt.e si ts f2he. Wah . PA + ee. 27-1 25-9 1-2 
Provineerdebt accounts...) 00... aes bh: Oe eae 2-3 De St) Asst Puree d eee he 
Deterredroharges: :<.leaed saci tie eine ceo aka a tee eee 252-0 268 -3 —16-3 
Suidry ‘stispense accotiiter 0s. o. en eek Pa a ee 201-3 127-1 74-2 
“botal Active Assets.2. cies nis be oe oes ee 7,215-5 6,817-8 397-7 
Less: Reserve for possible losses on ultimate realization of ’ 
active assetsh..ael. ies) 2 eke wk! 4a cee 545-9 470-9 75:0 
Net Active Asséts. 2 ei ee eee 6, 669-6 6, 346-9 322-7 
Net Debt (Excess of liabilities over net active assets)......... 11, 137-5 11, 185-3 —47-8 


The aggregate liabilities of the Government as at March 31, 1953, are 
estimated at $17,807-1 million, an increase of $274-9 million over the corre- 
sponding total at the end of the previous year. Unmatured funded debt out- 
standing, including bonds, treasury bills and deposit certificates, accounts for 
$14,837-6 million or approximately 83 per cent of all liabilities. Of the total 
unmatured funded debt now outstanding, only $389-7 million or approximately 
2-6 per cent is payable in foreign currencies—$337-6 million in United States 
dollars and $52-1 million in pounds sterling. A complete statement in tabular 
form of the Government’s unmatured funded debt as at March 31, 1953 with 
details of interest rates, dates of maturity, annual interest charges and amounts 
of principal outstanding for each loan may be found at the end of this Part. 


Floating debt, consisting of outstanding cheques and interest, matured 
funded debt and similar obligations payable on demand and accounts payable 
(cheques issued in April in payment of accounts relating to 1952-53), is estimated 


at $739-1 million. Insurance, pension and guaranty accounts are expected to 
total $1,557-9 million. 
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The other liability items are: sundry suspense accounts (where some un- 
certainty as to disposition exists), $345-5 million; deposit and trust accounts 
(consisting of moneys deposited with or held by the Receiver General for various 
purposes), $185-1 million; deferred credits (consisting of balances whose ultimate 
accounting treatment is known, but which are held until certain conditions are 
fulfilled), $1380 million and province debt accounts (representing settlements 
arising out of agreements at the time of Confederation), $11-9 million. 


Offsetting these liabilities and in a measure explaining their existence— 
as a substantial portion of the total debt is attributable to them—are the Govern- 
ment’s active assets. These, for the most part, consist of assets that yield 
interest, profits or dividends, very liquid assets such as cash and departmental 
working capital funds, and certain prepaid expenditures and sundry suspense 
accounts. 


It is expected that the aggregate active assets of the Government as at 
March 31, 1953 will amount to $7,215-5 million. The totals of the principal 
active asset categories as at that date are estimated at: cash and other current 
assets, $2,516-7 million; loans to, and investments in, Crown agencies, $1,687 -9 
million; other loans and investments (including loans to provincial, municipal, 
United Kingdom and other governments, subscriptions to international organiza- 
tions and a number of miscellaneous advances to veterans and others), $2,528 -2 
million; deferred charges, $252 million; sinking fund and other investments held 
for retirement of unmatured funded debt, $27-1 million; province debt accounts, 
$2-3 million and sundry suspense accounts, $201-3 million. 


The reserve for possible losses on ultimate realization of active assets which 
now stands on the books at $545-9 million is shown on the balance sheet as a 
deduction from the total of active assets, bringing the net active asset total to 
$6,669-6 million. 


A. CHANGES IN PRINCIPAL LIABILITY CLASSIFICATIONS DURING 
1952-53 


The increase in the gross liabilities of the Government during the fiscal 
year is estimated at $274-9 million. The most important increase is in the 
outstanding unmatured funded debt of the Government which is expected to 
increase by $142-2 million from $14,695-4 million at March 31, 1952 to an 
estimated amount of $14,837-6 million at March 31, 1953. Other increases are 
$141-6 million in insurance, pension and guaranty accounts, $41 million in 
sundry suspense accounts, $53-3 million in deposit and trust accounts and $5-4 
million in deferred credits. 'These increases, however, are offset by a decrease 
of $108-6 million in floating debt. 


Floating Debt 


It is estimated that floating debt will decrease by $108-6 million during 
the fiscal year due chiefly to decreases of $63-9 million in outstanding cheques 
and warrants and $32 million in accounts payable. The latter is a new account 
set up to record cheques issued in April in payment of accounts pertaining to 
the year ended March 31st, which formerly were shown as outstanding cheques. 
For purposes of comparison the corresponding liability as at March 31, 1952 is 
shown on the same basis. 
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in the Permanent Services Pension Account represents the amount by which the 
contributions by permanent services personnel for current service and arrears, 
the Government’s contribution (which is made at the rate of one and two-thirds 
times the current contributions and contributions for arrears) and interest 
accretions exceed payments from this account. 


Deferred Credits 


Deferred credits are expected to show a net increase of $5-4 million during 
the fiscal year; of this amount $7 million is attributable to the increase in interest 
accrued on public debt. 


Sundry Suspense Accounts 


Sundry suspense accounts are expected to show an increase of $41 million 
during the fiscal year. Of this total, $66-1 million is due to transactions relating 
to the Defence Equipment Replacement Account reflecting an increase in the 
undisbursed balance of the credits to the account under section 3 of The Defence 
Appropriation Act, 1950 and subsequent votes of Parliament for the same 
purpose. Under the terms of The Defence Appropriation Act, 1950, the value of 
defence materials and supplies transferred to members of the North Atlantic 
Treaty Organization may be credited to the account and these credits may be 
used in subsequent years to purchase equipment or supplies for the naval, 
army or air services of the Canadian Forces. The net increase in the account 
during the year represents the amount by which the value of defence materials 
and supplies transferred exceeds cash disbursements for replacements. 


Replacement of material, section 11, National Defence Act, account is 
expected to show an increase of $13-7 million. This increase represents the 
amount realized from the sale of material that has not been declared surplus 
to requirements but has been authorized by Governor in Council to be sold to 
other countries less the amount which has been paid out of the account for the 
procurement of replacement material. 


The interim payment of $6-3 million from the Canadian Wheat Board on 
account of surplus which had been held in suspense and transferred to revenue 
in the fiscal year 1952-53 and the transfer of the amount of $2 million in the 
German Reparations Suspense Account to the War Claims Fund, account for 
the principal decreases in the sundry suspense accounts. 


Also recorded under this heading is the amount held by the Government in 
respect of collections of the 5 per cent corporation income tax levied by the 
provinces that were party to a tax agreement with the Federal Government in 
the period 1947 to 1951. Under terms of collection agreements with the provinces, 
this tax was collected by the Federal Government and the proceeds thereof, 
when returns were finally assessed, were turned over to the provinces. The 
amount turned over to the provinces, (less any small amounts which represented 
collection of interest and penalties) was deducted from the stipulated tax rental 
payments and thus reduced the Federal expenditures shown on this account. 
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ben} The changes in floating debt during 1952-53 are shown in the following 
able: 


FLOATING DEBT AS AT MARCH 31, 1953 AND MARCH 31, 1952 
(In millions of dollars) 


Balance at March 31 


inniene or 
1953 ecrease 
(Estimated)} 1982 —) 
Matured funded debt outstanding............0..0....0.0.0000. 18-1 24-7 —6-6 
Notes and other obligations payable on demand............. 284-8 289-6 —4-8 
Interest due and outstanding....................cc cece eee eee 55-2 56-5 —1-3 
Outstanding cheques and warrants..................c0ce0eee 145-0 208 -9 —63-9 
Accounts payable (year-end adjustment account)............ 221-0 253-0 —32:-0 
Post Office (net liability for money orders, etc.)............. 15-0 1 ill eet hele ty! pea 
739-1 847-7 —108-6 


Deposit and Trust Accounts 


It is estimated that there will be an increase of $53-3 million during the 
fiscal year in deposit and trust accounts. Contractors’ holdback accounts are 
expected to total $24-1 million and the balance of the Colombo Plan Fund 
which it is proposed to establish and to which will be credited the undisbursed 
portion of the amount voted by Parliament to provide for assistance to countries 
in South and South-east Asia is estimated at $17 million. It is also expected 
that there will be increases of $5-4 million in contractors’ security cash deposits 
and $5-9 million in the Prairie Farm Emergency Fund. 


Insurance, Pension and Guaranty Accounts 


Insurance, pension and guaranty accounts show an estimated increase of 
$141-6 million during the fiscal year 1952-53. The following table shows the 
changes in the various accounts in this category. 


INSURANCE, PENSION AND GUARANTY ACCOUNTS AS AT MARCH 31, 1953 
AND MARCH 31, 1952 


(In millions of dollars) 


Balance at March 31 Increase or 


1953 st aE, 
(Estimated) 
ivernminntcA naities 1105... ete oe DA Ta. a. ad 738-0 675-9 62-1 
Permanent Services Pension Account...............eseeeeeee 154-3 111-0 . = 
Civil Service Superannuation Account..............000eee0e: 555-0 520-3 34- 
iitenrten wir err) (ers OP his abe. Hey bab nit ds Mere 110-6 109-1 1:5 
1,557-9 1,416-3 141-6 


1 Pepseyse) vit joel pel is eo eee 


The Government Annuities Account is expected to show an increase of 
$62-1 million during the year 1952-53. The increase of $34-7 million in the 
Civil Service Superannuation Account reflects the amount by which the sum of 
employees’ current and prior service contributions, the Government s contri- 
bution of an amount equal to the estimated current and prior service payments 
of individuals in the previous fiscal year, and interest accretions are expected to 
exceed payments from the account. An estimated increase of $48-3 million 
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This arrangement was not continued under the new tax agreements signed 
for a further five years in 1952 and the provincial corporation income tax was 
not levied on profits earned after Dec. 31, 1951. However, substantial amounts 
have been collected throughout 1952-53 in respect of tax liability for 1951 and 
previous years and the account now contains approximately $92 million. The 
new tax agreements with the Provinces, signed in 1952, contain a provision 
releasing the Federal Government from all further obligations to the Provinces 
in respect of amounts it has collected of the provincial corporation income 
tax. Accordingly nothing has been turned over to the Provinces in 1952-53 
from this account. Prior to 1952-53 amounts in this account, when turned 
over to the Provinces, served to reduce Federal Government expenditures but 
under the new arrangement the amount in the account will be taken into Federal 
revenue as assessments for the taxation years 1947 to 1951 are completed and 
as amounts still owing under the provincial 5 per cent corporation income tax 
are collected and necessary refunds made. In 1952-53 it is expected that 
$45 million or approximately one-half of the balance remaining in the account 
will be transferred to revenue as “Special Receipts and Credits.” 


Province Debt Accounts 


It is expected that there will be no increase or decrease during the fiscal 
year in the Government’s liability in respect of the province debt accounts. 
These amounts have remained unchanged for many years. 


Funded Debt Unmatured 


It is estimated that unmatured funded debt will amount to $14,837-6 
million at the close of the fiscal year, an increase of $142-2 million over the cor- 
responding total at March 31, 1952. An increase of $149 million in debt payable 
in Canada is offset by decreases in the Canadian dollar equivalent of debt payable 
in London and in New York of $1 million and $5-8 million respectively. The 
details of the various loan redemptions, flotations and adjustments resulting 
in this net increase are described more fully in the section on ““The Public Debt’’. 


B. CHANGES IN PrINcIPAL AcTIVE Asset CLASSIFICATIONS DuRING 1952-53 


It is estimated that there will be an increase of $397-7 million in the total 
of active assets during the fiscal year under review. However, with the provision 
of an additional $75 million for the reserve for possible losses on ultimate reali- 
zation of active assets, active assets are expected to show a net increase of 
$322-7 million at the close of the fiscal year 1952-53. It is expected that 
estimated increases of $186-5 million in cash and other current assets, $215-2 
million in loans to, and investments in, Crown agencies, $1-2 million in sinking 
fund and other investments held for retirement of unmatured funded debt 
and $74-2 million in sundry suspense accounts will be offset. by decreases of 


$63-1 million in other loans and investments and $16-3 million in deferred 
charges. 


Cash and Other Current Assets 


An increase of $186-5 million in cash and other current assets is estimated 
for the fiscal year as shown in the following table which summarizes changes 
expected in the various accounts in this category: 
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CASH AND OTHER CURRENT ASSETS AS AT MARCH 31, 1953 AND MARCH 31, 1952 


(In millions of dollars) 
aeaeaeaeaeyeyq$*$0—“$—_—_—~—~$$S0$™$—9DD9DDD9D9D9D9DRRWDWDDDRRRoDOD9DR9DO9DDODSaaS  eem=xxx oY” eee eee ES —eeewwtlwooo 
Balance at 


March 31 Increase or 
ee —_—_____________.____| Decrease 


1953 
(Estimated) 1952 


Cash in current and special deposits including blocked cur- 


MELE Ria oxen s ok eg Se oe an Aig smite a he Sieh eae by ieee Sd 174-6 163-3 11-3 
Year-end adjustment accounts— 

PT BAY WEOIRAG « a2 ed ob acy ao eos ce hh Sa hk 83-5 83-0 0-5 

Departmental banking accounts......................... 11-3 8-1 3-2 

Accountable advances to individuals.................... 2-4 0-3 il 

Pune EE Me UTA UH: wc ance cass aisec ccc econ... 10-5 7:8 2-7 

PEPOUNUS TOCOIVADIC, Sati coat oSh oc. lie l debts eddie des. 66-5 67-8 —1-3 


Other liquid assets— 
Exchange Fund Account— 


Advances represented by cash and securities........ 1,775-8 1,799-4 —23-6 
Securities investment account.........5......ccecceeeeee 58-2 58-9 —0-7 
Working Capital Advances— 

Departmental— 

Defence production revolving fund.................. 116-8 82-4 34-4 

Temporary loan to Old Age Security Fund......... 100-0 100-0 

eNO oo i oe MO Se ee eo wey we ned 90-1 35-3 54-8 

em COTMOMINODS is. cc « Bde on es dca bends pedawers 27-0 23-9 3-1 

2,516-7 2,330-2 186-5 


The principal changes as shown in the table were increases of $11-3 
million in cash in current and special deposits, $100 million in temporary loans 
to the Old Age Security Fund, $34-4 million in the Defence Production Revolving 
Fund, and $54-8 million in other departmental working capital advances. These 
are offset in part by a decrease of $23-6 million in the Exchange Fund Account. 


The decrease in advances to the Exchange Fund reflects additional cash 
advances of $50 million required during the year to finance the purchase of 
gold and foreign exchange offset by $73-6 million equivalent to the increase in 
the Fund’s revaluation deficit during 1952 which is deducted from the total 
advances and carried to sundry suspense accounts. The Fund’s revaluation 
deficit at December 31, 1952, was Oe 2 million compared with $125-6 million 
at the end of the preceding year. 


Working capital advances are estimated at $333-9 million an increase of 
$192-3 million over the previous year. 


An amount of $100 million is included under this heading for temporary 
advances to the Old Age Security Fund. Under authority of the Old Age Security 
Act temporary loans may be made and credited to the fund sufficient to make 
up the difference between the amount of pensions paid under the act and the 
amount of Old Age Security tax collected and credited to the fund. As pensions 
payments from the Fund are estimated at $324 million and tax receipts credited 
to the Fund at only $224 million, the deficit for 1952-53 is expected to amount 
to $100 million which will be covered by temporary advances to the Fund. 
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Working capital advances to the Department of Agriculture are expected 
to show an increase of $56-9 million for the year. This increase is due principally 
to the expansion of the Agricultural Prices Support program resulting from the 
effect of the foot and mouth disease in Canada and the subsequent embargo 
on the export of live stock and live stock products to the United States. The 
estimated loss of $42 million on operations for 1952-53 is included as a charge 
in the year’s expenditures. 


Loans to, and Investments in, Crown Agencies 


It is estimated that loans to, and investments in, Crown agencies will 
increase $215-2 million during the year. The estimated changes during the 
fiscal year in this category are shown in the following table: 


Balance at 
March 31 Increase or 
ce Hub descs reed dba: OMAR Decrease 
1953 — 
(Estimated) 1952 
Bank‘of ‘Canada ’Capital Stock. 7.20 eee, Pees tek ces ae 5:9 cide ht beady pe AEE oe 
Central Mortgage and Housing Corporation— 
@apital AdWances. oo. ob beets ocd eRe SL 25-0 ETL UML hele ones et ctge 
BAGADG hols AME ee Sec ON aA oe a OD eae S28 410-8 335-0 75-8 
QCanacdtan harm Loan Board se. ts eee ep tds 28-9 27-3 1-6 
Railway and Steamship CompanieS...............ceeceeeces 1, 028-7 903-9 124-8 
National Harbours Board.o. b. .c.0o1 5) ae ce eee eee 106-9 A Sta Prana RO 
PolynrerGorporation Dative. «., «+ aes os ek oeaetes ae en 36-0 38-0 —2-0 
Other GrowatAwencies. 3.08: Lo kes ee Ua ho cae 45-7 30-7 15-0 
1, 687-9 1,472-7 215-2 


Loans to Central Mortgage and Housing Corporation for the year are 
estimated at $80-5 million, of which $66 million is for lending purposes, $7 
million for construction and $7-5 million for Federal-Provincial housing projects. 
Repayments estimated at $4-7 million will bring the net increase in advances 
for the year to $75-8 million. 

It is estimated that in the fiscal year ending March 31, 1953, the Government 
will have made net advances to the Canadian National Railway Company of 
$101 million for capital purposes, retirement of funded debt in the hands of the 
public and to cover the deficit arising in the first three months of 1953. In 
addition, to assist the company to finance additional capital expenditures, the 
Government will have purchased an estimated amount of $23-8 million of the 
Company’s 4 per cent Preferred Stock. This stock is issued under the authority 
of the Canadian National Railways Capital Revision Act, 1952, in an amount 
equal to three per cent of the gross revenues of the Company. 

No change is expected in the advances to the National Harbours Board, 
the amount outstanding remaining at $106-9 million. These advances represent 
outstanding advances in connection with harbour developments at Montreal 
and Vancouver and are the only advances to the National Harbours Board 
which are classified as active assets in the Government’s accounts. 


The Government’s investment in Polymer Corporation Limited, a crown 
corporation engaged in the manufacture of synthetic rubber, is expected to be 
reduced by $2 million during the year, representing a further payment of $1 
million on the debenture issue in addition to the $1 million repayment of the 
serial debenture due March 31, 1953. 


wal he advances to the Canadian Farm Loan Board are estimated at $28-9 
million, an increase of $1-6 million for the fiscal year. 
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Loans to, and investments in other Crown agencies are expected to total 
$45-7 million at the close of the year, an increase of $15 million over the cor- 
responding total at the end of the previous year. The total of $45-7 million 
includes loans to, or investments in, Canadian Broadcasting Corporation, $11-2 
million; North-west Territories Power Commission, $8-4 million; Eldorado 
Mining and Refining (1944) Limited, $8-2 million; Export Credits Insurance 
Corporation, $5 million; and Atomic Energy of Canada Limited $9-2 million. 


Other Loans and Investments 


This group of assets includes loans to the United Kingdom and various 
foreign governments, the Government’s subscriptions to the capital of the 
International Monetary Fund and the International Bank for Reconstruction 
and Development, loans to provincial and municipal governments and a number 
of miscellaneous loans and investments, the chief of which are the loans to 
veterans under the Soldier Settlement and Veterans’ Land Acts. The following 
table shows the estimated changes in this category during the fiscal year. 


OTHER LOANS AND INVESTMENTS AS AT MARCH 31, 1953 AND MARCH 31, 1952 
(In millions of dollars) 


Balance at 
March 31 Increase or 
ares ———_—_————____—_—_—————_| Decrease 
1953 Om 
(Hstimated) 1952 
Loans to United Kingdom and other Governments.......... 1,867-2 1,925-7 —58-5 
Subscription to Capital of International Monetary Fund..... 322-5 322-5 
Subscription to Capital of International Bank for Reconstruc- 
Beonieeted IDGVOlOpMment...i2. sae das cinceics dees cases vateveds 70-9 70-9 
Loans to Provincial and Municipal Governments............ 87-2 91-0 —3-8 
Net advances—Soldier Settlement and Veterans’ Land Acts 162-9 163-9 —1-0 
Miscellaneous Loans and Investments.................0e008: 17-5 bi a} 0-2 
2,528-2 2,591-3 — 63-1 


—_——_ 


The loans to the United Kingdom and other governments consist of loans 
to the Government of the United Kingdom under the authority of The War 
Appropriation (United Kingdom Financing) Act, 1942, and the United Kingdom 
Financial Agreement Act, 1946, and to other countries under Part II of the 
Export Credits Insurance Act and miscellaneous foreign loans. The changes 
during the fiscal year in each of these categories are shown in the following 
table: 


LOANS TO UNITED KINGDOM AND OTHER GOVERNMENTS 
(In millions of dollars) 


Balance at 
March 31 Increase or 
—— ——__________———_| Decrease 
1953 a 
(Estimated) 1952 

Loans to ice Kingdom— eee bi a: 
The W lation nite ingdom Financing 

lebie taga isci f La Sop se bas hy. OE SEL Wd: 196-9 220-4 —23-5 

The United Kingdom Financial Agreement Act, 1946... rare y Pes Ther 


Loans to Foreign Governments— 


The Export Credits Insurance Act, Part II.............. Ae be New 
i | aah & uD, > 6°86 OM Le Ane A Sak ele ele Sh me sd * _ . 
Miscellaneous Advances...... tae aad aes 

1, 867-2 1,925-7 —58+5 


Tea thy) i A i ek EEE Eee 


68766—8 
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It is estimated that during 1952-53 the Government of the United Kingdom 
will have repaid $23-5 million of the $700 million interest-free loan granted 
under the provisions of The War Appropriation (United Kingdom Financing) 
Act, 1942, reducing the balance outstanding of this loan to $196-9 million at 
March 31, 1953. In addition the Government of the United Kingdom will 
have repaid $14-3 million during the year on account of the $1,185 million 
loan made under the United Kingdom Financial Agreement Act, 1946, reducing 
the balance outstanding at March 31, 1953, to $1,156-7 million. 

It is estimated that the total of outstanding advances made under the 
authority of Part II of the Export Credits Insurance Act will be $461-9 million 
at March 31, 1953, a decrease of $19 million from the balance at the close of the 
previous year. Advances under this act represent loans made to certain 
foreign countries to assist them in purchasing goods and services in Canada. 
A classification of these advances by recipient governments, showing the esti- 
mated repayments during the year and the balances outstanding at the year 
end, is given in the following table: 


ADVANCES TO FOREIGN GOVERNMENTS UNDER PART II OF THE EXPORT CREDITS 
INSURANCE ACT 
(In millions of dollars) 


Total Total 


Outstanding | Repayments | Outstanding 
— at during a 
March 31, 1952-53 March 31, 
1952 1953 
Beker a eee seis ss cae A ng Ae rec 0 ee ee ee BY hea 2-3 55-4 
CON See BAe «ete: curs Oh cll A, See DEES A. REN eye ete enn AO Aly Lt See eee eee 49-4 
Czechoslovalsiags.tn.. cl cakede ee ee ers DORM eee, nil ee en as 10-0 
BAT COs as 1 ae chee oeaod yet le tee earth creas esate Acre ee eee 217-6 8-4 209-2 
Tndonesiaies ts Seg is ehae\c 2 cottabss Paw ect Mts bc ec et ea a 12-4 3-1 9-3 
ING@GRCE i Gi sety: cia aie aus cee en een aes © ae ee ee 112-8 2-6 110-2 
NOT WAY ek tee 0 eres ATRL Ey NE 8 ECDL ee Tee es 21-0 2-6 18-4 
480-9 19-0 461-9 


Sinking Fund and Other Investments held for the Retirement of 
Unmatured Funded Debt 


It is estimated there will be an increase of $1-2 million in these assets which 
are held for the retirement of the 3 per cent Newfoundland 1943-63 guaranteed 
stock, the balance at March 31, 1958, being $27-1 million. 


Deferred Charges 


It is estimated that Deferred Charges will decrease $16-3 million during 
the year. It is expected that the balance of $214 million which was set up as 
a deferred charge and credited to the Civil Service Superannuation Account 
in 1951-52 will be reduced by $25 million and that an equivalent amount will 
be written off to expenditure during the year. There will, however, be a 
net increase of $8-7 million in unamortized discounts and commissions on 
loans, due to the payment of $20-4 million for discounts and commissions on 
new loans offset by the annual amortization charges of $11-7 million applicable 
to and included in the expenditures for 1952-53. 


Sundry Suspense Accounts 


_ Lhe estimated increase of $74-2 million in this asset classification is due 
mainly to the change in the deficit arising from exchange revaluations of the 
assets and liabilities in the Exchange Fund Account as at December 31, 1952, 
which amounted to $199-2 million at that date as compared with $125-6 million 
at the end of the previous year. 
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Reserve for Possible Losses on Ultimate Realization of Active Assets 


The sum of $75 million will be added to the reserve during 1952-53 and a 
corresponding amount will be shown as an expenditure in the Government’s 
accounts. No charge or write-off to the reserve is expected during the year 
the balance at March 31, 1953, being estimated at $545-9 million. 


» 


C. DeEcrEASE IN Net Desr 


The estimated surplus of $47-8 million for the fiscal year will result in a corres- 
ponding decrease in the net debt of Canada, reducing it from $11,185-3 million 
at March 31, 1952, to $11,137-5 million at March 31, 1953. 


G27 THE BUBLIC:- DEBT 
Gross and Net Debt 


The unmatured funded debt of Canada increased by $142-2 million during 
the fiscal year. However, due to increases of $132-7 million in other liabilities— 
principally in insurance, pension and guaranty, deposit and trust, and sundry 
suspense accounts—the gross public debt of Canada increased by $274-9 million 
from $17,532-2 at March 31, 1952, to an estimated total of $17,807-1 million 
at March 31, 1953. During the same period, the net active assets increased 
by $322-7 million, with the result that the net debt-—-which is the gross debt 
less the active or revenue producing assets—was reduced by $47-8 million. 

The following table shows the amount of net debt as at March 31, 1939, 
to March 31, 1953, inclusive, with the amount of annual increase or decrease. 


NET DEBT 
(In millions of dollars) 


Increase 
Balance or 
Fiscal Year Ended March 31 at end of Decrease (—) 
year during 

fiscal year 

ROS tte SS SRR a. ss SEAM SPS otc. ote oe EE EE. ae ng LGZEG {SEL oA 
SPA eee ce ante rte An Se ca aa arg ares a ee te OO ls Sel 3,271-3 118-7 
De es aa oes ee te TE Ws ccdole Wee ees MEA ee Uae 4 cee 5 er 3, 648-7 377-4 
eee CREE rn, BRN AME HOP Eran) EDaRS AOE APN SMR BS, AROS Gees, SMa AAP OES RT 4,045-2 396-5 
ee nee oe aa is eins ales een ihe wa © Gaeraiein tated d hat 6, 182-8 2, 137-6 
MP oe ERLE Wye eae Ce COUN WE s BIO ws ches haku GAL MEAS atten UL Abe SI 8, 740-1 2,007°2 
TE BIAS oiiois (ss prataceaihe neinctaglingtsrad Yaanrohe vidi usantis a neeer eh lend MERA: ARR gees 11, 298-4 2,558-3 
EMP ee yeti: tea Gee vaca Sree ANS sae MAME et abeeaee wes 2h Widecte 13, 421-4 2,123-0 
Dae Pe, Ee oa Pe ees Got icland AL OS bie ss oe PP Oe ENG ae RRR Ano Rirgnten 13, 047-8 —~373°6 
BOAR MR, cok cic dh Oe Rech hehe Fedo ohh PoE E Saleh RAviote M Ae aN Nida 12,371-6 ~—676-1 
DN is calles elroy ctr det, Sea Bye 4 Baha iets icine in aOR 'y Be ate ge 11,776-1 — 595-5 
1 keay! easiest ieee cia d han Aart ey Ba Canegiten he, ntaes MAP a ae "slog eta Ae RN oy Oe 11, 644-6 —131-5 
a hb a eS LD eal oder ir ee inte: ire Pe tik ees ees ae 11, 483-3 —211-3 
TMM oa a Sta sale Bye ae LPO LE Re Te AEE EN pain Se ice yok Sas oe nay 11,185-3 — 248-0 
PAP OMTAT EEL) 565 ov: sn SR ASA Ys CDOS ee Gav ae eee dd oa neh Lane iee 11,137-5 — 47-8 


Unmatured Funded Debt 

The unmatured funded debt of Canada is expected to total $14,837-6 
million at March 31, 1953. This is $142-2 million more than at the end of the 
previous year, but $1,969-6 million less than at March 31, 1946. Notwithstand- 
ing this substantial decrease it is still $11,451-9 million more than the total of 
$3,385-7 million at March 31, 1939, the end of the last pre-war year. Interest. 
charges on the funded debt amounted to $389-5 million in 1952-53, an increase: 
of approximately 230 per cent over the total of $118-1 million in 1938-39. How- 
ever, as the gross national product rose from $5,233 million in 1938 to $22,984 
million in 1952, an increase of approximately 340 per cent, the relative burden 
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of the funded debt, measured in terms of interest charges as a percentage of the 
gross national product, actually decreased from 2-3 per cent in 1938-39 to 
1-7 per cent in 1952-53. 


Summary of Security Issues and Redemptions in the Year 


During the fiscal year it is estimated that the Government will have issued 
securities payable in Canadian dollars in the principal amount of $3,334 million 
(excluding the refunding of treasury bills which mature fortnightly) and re- 
funded maturing issues in the amount of $3,186 million. The following is a 
summary of these transactions: 


In millions of 


New Issues: dollars 
Canada Savines Bonds Series, VIL (Net )ivyas a8 aw dak ema bieieca 4 oes. <' 334 
Twenty-ve year lodibec65o5 4 cs sate eee eM rd we dbo s 100 
Increscenin yl PeASUry Boule. hb cals opie caietee wine Bene Ole eae ata accuse 150 
Deposit Mertificates sien Oo. KGS « dn Re Sy RE ea i ieee a 100 
By refunding or conversion into new issues—Deposit Certificates...... 400 

OHIO Pia) vil: Sahat inaiete ee ste 2,250 
3,334 
BERS TCOCOMDUODES., 1.55.5) accra Se se SEO ne. a eke ENON 4 5 ITE Oe ERs ae, 3,186 


Net: iGreAe » dsc a. ands ene BR hd occas ae el he laid cn the 148 


The increase of $150 million in Treasury Bills outstanding which is shown 
in the table, together with a further increase of $50 million which is scheduled 
to take place in April 1958, will provide funds to enable the Government to 
retire the $200 million of Deposit Certificates presently outstanding. 


The Canadian dollar value of the Government’s external funded debt is 
expected to decrease by $6-8 million during the fiscal year. Of this amount 
$5°8 million is in respect of indebtedness payable in United States dollars and 
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$1 million in respect of sterling debt. These reductions result from the 
revaluation of liabilities payable in those currencies consequent upon the change 
in the exchange rates as compared with the previous fiscal year end. 


As unmatured funded debt payable in Canada increased by $149 million 
($148 million as shown in the preceding table and $1 million accrued interest 
added to War Savings Certificates outstanding), and as debt payable in sterling 
and United States dollars decreased by $6-8 million, the net increase in the funded 
debt was $142-2 million. 


The average coupon rate of the Government’s outstanding funded debt at 


the close of the fiscal year is estimated at 2-76 per cent compared with 2-67 
per cent at the close of the previous fiscal year. 


AVERAGE INTEREST RATE ON FUNDED DEBT 


PERCENT PERCENT 
AS AT MARCH 3} 


More complete details of redemptions and new issues of securities during 
the fiscal year are set out in the following table: 


REDEMPTION OF FUNDED DEBT DURING FISCAL YEAR ENDED MARCH 31, 1953 


Interest Where 


Maturity Date Rais Phyable Amount 
% $ 
Bee LST O ao ys ov ws 0:2 CORE csc up GELS a han ba «oa Rs 5 Oe la t Canada 200, 000, 000 
Buus 27, Ienosit. COPIA OS. Fe os so coos «oe pR RR BE eb soe oo 3 Canada 200, 000, 000 
Baber ber Ih... sb... pede gh Gee aed he ved os = se Bd & Gee ve ans 3 Canada 550, 000, 000 
Waa Tt Bae E Wo) nc cases APRs Peas ss » ple Be I ee 4 Canada 300, 000, 000 
LL Se ae oe bite | ae. re See. . o 2 Canada 300, 000, 000 
aaa rat Ge ee oe ae oy whe dn Dee tan ca ane He 2 Canada 200, 000, 000 
November %, Deposit Gertificates: ......... RB RS oo... eas. 4 Canada 100, 000, 000 
February 25; 1953, Deposit Certificates. ...... 0.0... ...0-200-00- 13 Canada 200, 000, 000 
PE St © Rae 8 Re ie. pe Pees 98 ke 3 Canada 550, 000, 000 
RUE aloe chev cu, Be cus ch a oo beds oo OOO ae 5 Bee eps 13 Canada 325,000, 000 
War Savings Certificate®, & Ac. cs ok in. - -  ee e ee 3 Canada 27, 888,419 
Canada Savings Bonds, Series I, II, III, IV, V and VI.......... 22-33 Canada 233, 086, 350 


Total Redemption of Debt. 20.025 2.56 0 Phe kee clea ewe ten cl os oats pee mabe 3, 185, 974, 769 
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Indirect or Contingent Liabilities 


It should be noted that the Government has certain indirect or contingent 
liabilities which are in addition to the direct debt set out in the balance sheet. 
Included under this heading, for example, are the Government’s guarantees of 
certain securities issued by various Government owned enterprises such as the 
Canadian National Railways, the Canadian National (West Indies) Steamships, 
Limited, and the Saint John Harbour Commission; the guarantee of deposits 
maintained by the chartered banks in the Bank of Canada; guarantees of certain 
loans made by chartered banks to veterans or farmers for certain authorized 
purposes; guarantees under the Export Credits Insurance Act; and certain 
commitments under the housing legislation. 


The following table gives details of the bonds and debenture stocks guaran- 
teed by the Government, and also indicates the nature and approximate extent 
of the Government’s other guarantees and contingent liabilities. 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE GOVERNMENT 
AS AT MARCH 31, 1953 


Date Estimated 
of Issue ci, ae Amount 
Maturity Ewe Outstanding 
% $ 

ee Tay MCI LAR INGEEIEOTIN: © oc slau. be % ola bs Gd ech ules Hed lvny wa wae eb ors 3 1, 162, 768 
Pep. 2) 1954, I CanndianeaN Amana P44 4a ced. aera tpend-« uate eyeese:> 5 50, 000, 000 
May 1, 1954..|City of Saint John Debentures assumed by Saint John Har- 

bour Commissioners.274.4.. Mies. Asha... 634 5+ 3,329 
Mar. 1, 1955../Canadian National (West Indies) Steamships Limited....... 5 9,400, 000 
a eee nae, ATA ER SHEL cas asa alae bese, «cred ovo Ke dasa «Sede erp an 43 48,496, 000 
Feu, 1. 1956. .(Canadianiaiional?.. PADI. asl). VOL OeRe. .DIe 43 67, 368, 000 
guy tyadveuss|Ganadian National’. AR. 0.0 Masi bly bho Veet 4% 64, 136, 000 
Sie se ree ye Meatiadszan Nortiteric: 9.5 2.0.0.0 .1.% 30.2 cots Rake ot ee ee we dee 34 5, 636, 506 
ey a. CANAAN RIOR i a VS iyark sw odavaa Niwas: Magee ees as 3 35, 000, 000 
May 4; 1960. .|\Canadian Norénert, Alberta sn. 43 biov et ends © bere Aideeen «- 34 550, 727 
Deer, Lie. | Anecgal TVOrcuer ld Wall... 64.6 cee ccs. a os sine nek Rs 34 3,597,518 
Jan, 1) 1962...|\Grand Trank Pacific....ief. -enizitalt. - lasik. vals. 3 26,465, 130 
bgtee eh ec, ePIC AN ed PSI it Sapien Sw ae Ss SME RP Gesteks «os 3 ules as 4 7,999,074 
Jan. 3, 1966: .j/\Canadian, Nationalities)... RIISIIOR OO AL 40. COT 3 35, 000, 000 
TS RM ESO PENS SO, A Te ay nm oo 23 50, 000, 000 
OGishc te eet ie AuITATONRLTONAL ne ate! A. S temateeins Gate elon ate ws Sate os 24 70, 000, 000 
ast eds SCAN OCIA IN AINONAL: cha ieies.c <.cncite mech eiven + Aan ss he avin 27 40,000, 000 
gune 15,1975. (Canadian staipwal tutuset) aul TF! anal cote ed a bape *s cot 22 6, 000, 000 
Perpetual...... Grand Trimk (ebenture StOCK...:0¢ 065 sas cok ss conv cceesa bee 5 1,016, 092 
Perpetual...... Great Western Debenture Stock.......... 02.0... cece eee eens 5 499,709 
Perpetual...... (rand Trunk LevenbirevovOGk. . -cks sahesnoGes seu ddede seca 4 5, 446, 783 
Perpetual...... Northern Railway of Canada Debenture Stock.............. 4 22,591 


527,800, 227 
Oy I > oh RR ee Eg ae Bd a ee I SEE Se SR eee eee Gene 
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OTHER OUTSTANDING GUARANTEES AND CONTINGENT LIABILITIES 


Estimated 
Amount 
Outstanding 
Deposits maintained by the chartered banks in the 
Bank of Canada (December 31, 1952)............ $ 626,629,981 
Bank advances re Province of Manitoba Savings Office 
(January SLOSS. i. DIO a aE 3,140,078 
Province of Manitoba Treasury Bill (March 31, 1953).. 1,250,000 
Loans made by chartered banks under the Farm Im- 
provement Loans Act, 1944 (November 30, 1952).. 34,968,542 
Loans made by chartered banks under the Veterans’ 
Business and Professional Loans Act (September 30, 
OTS dll he t,t iatere (AHN Teena eis iPS mee irae renters Pate 2,075,814 
Guarantees under Part II of the Export Credits Insur- 
ance Act (March.gig 1953)\4 tees os anes 10,200,000 
Loans made by approved lending institutions under 
Dominion and National Housing Acts............ Indeterminate 
Guarantees of land assembly projects under National 
Housing Act (December 31 1052) a oo ae 1,437,402 


Loans made by approved lending institutions under 
Part IV of the National Housing Act, 1944, for 
home extensions or improvements (December 31, 
15)? ae a A het Sa baaniahe ng georges 7,410 


Loans made by chartered banks under The Prairie Grain 
Producers’ Interim Financing Act, 1951 (January 31, 
LOS Sia Rall toe tale idich'a, 9 sablled sre DIE ethan"? Taegu ante: 59,669 
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7. SUPPLEMENTARY DETAILED TABLES 
REVENUES 
EXPENDITURES 
LOANS AND ADVANCES AND INVESTMENTS 


UNMATURED FUNDED DEBT 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(thousands of dollars) 


Estimated 
—— 1948-49 1949-50 1950-51 1951-52 1952-53 
$ $ $ $ $ 
Tax REVENUE— 
Direct Taxes— 
Direct Taxes on Incomes— 
Individual Income Tax............ 762, 564 621, 982 652, 329 975,776 1, 233, 000 
Less old age security tax trans- 
ne Say old eo sou Pek i acsaren is BR arent YU —100 — 45,250 
Tax on Interest an ividends.... , 
Taxes on Rents and Royalties..... 2,480 47,475 61,610 55,017 54, 000 
Corporation Income Tax.......... 491,990 603, 193 799,197 1, 132, 680 1, 268, 000 
Less old age security tax trans- 
ferred, to. old age securitysfundiad\ eth: Cae ieee dees f16e ob eS —2,000 — 36,850 
Eixeess!Protits) Lax...) «oes sess 44,792 —1,788 10, 141 TOUTS. yee. . een 
Total Direct Taxes on Incomes.| 1,342,791 1,270, 862 LT B2apes0 al. 2, LOS fee 2,472,900 
Sucesssiommouties...: aceon wee ones 20,000 29, 920 33,599 38, 208 38, 000 
Totaliisect' laxesiitecccene 1,368, 341 1,300,782 | 1,556,876 | 2,201,946 2,510, 900 
Indirect Taxes— 
Customs Import Duties............. 222,975 225,878 295,722 346, 365 379, 000 
Excise Duties— 
Spirivs, Malt, CtC.., 27s. nee 101, 105 107,035 129, 390 120,851 136, 000 
Cigars, cigarettes and tobacco..... 106, 241 115, 982 114, 486 100,711 124, 000 
TACRNCES) a sta eieeiig Oho ae eee 39 38 38 36 38 
WEES VEMINOS | 1, ns casa eee eines —2,733 — 2,490 —2,868 —3, 658 — 3,038 
Total Mixcise Dutiess cc. o.6.068 204, 652 220, 565 241,046 217,940 257,000 
Excise Taxes— 
Taxes on Commodities— 
ers N em gy tee clays Oba aes a Fi eae Maerua 390, 174 415,222 470, 627 611, 492 726, 000 
Less old age security tax trans- 
ferred:to'old.age security funds} eek ve al eee ee eee — 24,298 — 142,000 
Automobiles, rubber tires and 
TEbesere te. dT. Cie eee 36, 943 38,193 70, 841 100, 904 87,000 
Beverages (soft drinks)........... 27, 689 TWiG27 b2k2 19, 230 13, 000 
Candy and chewing gum.......... 19, 888 1,030 10,880 1h 501 13, 200 
Cigars, cigarettes and tobacco.... 77, 665 83,497 85, 199 106, 354 107, 500 
Cigarette papers and tubes........ 6,999 7,223 7,734 Py a Sieg fe 
Electric and gas appliances........ 3, BOE tite Soa 2,080 4,893 4,500 
ANS so Sarah ek, MORE LD (RM Are Ge a 3, 693 2,937 4,509 4,793 5,200 
Matches and lighters............. 3,412 1,091 1,161 1,855 1,700 
Phonographs, radios and television 
OUST eee Metin: ns lak sce econ ee 3, 562 3,101 5, 548 8, 252 10,000 
Special excise on importations:.... Ah Mel OA RPE ORE a PSR SBE ENN MME Drei D hi oops nk ln pdb 
Stoves, washing machines and 
refrigerators Bee a atic ho aos VoL IR ISS Tne ORE Woke io cerca hs oils BPA ab ee ee lic a eet eae 10, 923 1,650 
Toilet preparations and soaps..... Cylon 4,316 4,551 8,467 8,000 
Trunks, bags, luggage, ete......... 5,565 DA OAS TT 2,604 3,969 3,800 
Wines) ose oy. G oe eee 2,060 2,126 2 2an 2,167 2,100 
Jewellery, ornaments, etc..........]..........-- 4,077 6,459 9,714 8, 000 
SLE Pree Dd bake ane meee 4,700 2,310 4 ane telia 6, 300 
Taxes on Amusements and Services- 
PLPNSEUNCICE EUnet orale oo Malhe aees yi ts Of res APR a ett ene Wartime yD ack bee oe 
Tax on pari-mutuel bets........... TOE | 4. «iste 2 alae 4 Aisa fa Gal colts SPREAD 8 tanec atte ana ys ene ee 
Transportation and communication 29,034 Bs DOT Beli 2 G2 ak camonie Perea kee ek Lee Oe eee 
Stamps on cheques, money orders, 
FOUR Prat aeis cae t us Canes Ppa pss) 9,898 10, 945 11, 346 11,500 
Licences, interest and miscellaneous 382 370 372 463 500 
Less refunds (mainly sales tax).... —12,871 —11,785 — 10,506 —13,723 — 16,000 


Total Excise Taxes............. 636, 138 571,457 686,768 885, 928 851,950 — 


ec“ '\~r“e —lWSqem— !|\-eqrt|\qmoiuum— 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 
(thousands of dollurs) 


ee 
——oDmDjaonD7*Oo*=€%]8]Wwwoouuuummm 


: Estimated 
— 1948-49 1949-50 1950-51 1951-52 1952-53 
$ $ $ $ $ 
Tax Revenve—Concluded 
Other Taxes— 
Chartered bank note circulation..:.. 166 IRL Aes s ok ck Saaz iee seed ca DR Loe ee ee 
Insurance premiums................ 3,339 3,789 4, 228 4,753 10, 700 
TESTE 01 nn ees a 531 52) 710 843 800 
Total Indirect, Taxes. mic. ocensce der 1,067,801 7,022, oa0 1,228, 474 1,455, 829 1,499, 450 
Total Revenue from Taxes.......;.. 2,436,142 | 2,323,117 | 2,785,350 | 3,657,775 4,010,350 
Non-Tax REVENUE— 
big ART ah apa ee lis Niner lea ei 80, 604 84, 512 90, 443 104, 610 111,750 
Return on Investments ee eae ee 107,889 91,529 89, 529 117, 622 116, 000 
Bullion and COmMage.. Au... cee hes 3,200 4,523 4,708 4,838 4,200 
Premium, discount andiexchance....4:|. 0. .-... 04. loo... cen 17, 562 17,697 6,800 
NLA owl Mile tetera ai) Wipe gah ES Ga 21202 25,035 31,106 37,205 45,025 
Total Non-Tax Revenue............. 212,948 205, 599 933, 348 281,972 283,775 
Zotal Ordinary Revenue:..:..... 5 .< 2,649,090 | 2,528,716 | 3,018,698 | 3,939,747 4,294,125 
SprecraAL Receipts AND CREDITS— 
Sale of surplus Crown Assets.......... 25,840 16,351 19,613 145712 7,759 
Central Mortgage and Housing Cor- 
poration— 
Profits paid to Receiver General.. 2,160 4,241 2,862 3, 144 2,016 


Proceeds and depreciation reserve 
with respect to the sale of wartime 
nousing properties Loco... os. - 1,104 2,535 4,351 9,843 6,520 
Refundable portion of income tax and 
excess profits tax— Transfer to re- 
venue of excess reserves set up in 
DPV IOUS VENTS. 5 Boer cs yoy tbs cles cos hte obine tees wn ct y 25, 000 4s O002|> suid Renee 
Transfer to revenue of portion of the 
balance of provincial 5 per cent 
corporation income tax suspense ac- 
count pursuant to the 1952 tax 


PORLGL PORTO MIEN UG yyy wok on 4s OB aoa gone oe abe Bane wes ose UA ator: 8 ee re 45,000 
Investment in Crown plants trans- 

ferred to Active Assets.............. DAD) OMNNE er oe Pa I | 6 sds Rea S| Lng 6 eRe ae 4,794 

Miscellaneous Special Receipts......... 88 , 223 28,199 40,318 6,020 13,914 


Non-Active Accounts— ; 
Refunds of previous years capital 


CXR UCANEC. ci) hdtv wiven Shistds 94s 8 82 67 125 71 500 
Transfer from capital to Consolidat- 

ed Deficit Account (Contra)...... ARTS aT 1 sk 'n os he RK a ee Oe >t aD 
Reduction in indebtedness, National 

FAST INIUTROIO. A Bi hs exhale dias ches be ob bes 12 i Eo a beet ie eae Ae al eg ited set ye 


Repayment of loan made under Re- 
tief Acts, Canadian Pacific Rail- 
WAY . PGI Mh tnd. PEE Bee oh ae he. «2, Pa Des oe oe Ras 1344115. sass ach eels eee ee 
Reduction in indebtedness, Canadise 
National (West Indies) Steamships, 


MPIIGMEL A ab ss wis He ace eek eae Be BON... 3 hs bs i Ac de xO Dae ba 40 ca ee kee 
Repayment of Seed Grain and Relief 
TE Te ets Olas whee oie heambe ak 5 45 OF) 1 a cane Atl dukes wighteld Hii Saas oy thee 
Repayment of Soldier Settlement . 
PETS oy ER Fah iterate BRIG Wel fh Aer ay 1° rh a oe Bl we beens ae ae 
Total Special Receipts and Credits.... 122,305 51,425 93, 838 41, 162 80, 508 
SORE, UMM NGM cuca ds 24 te ula 24 odes 2,771,395 | 2,580,141 | 3,112,536 | 3,980,909 4,374, 628 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


(thousands of dollars) 


— 1948-49 1949-50 1950-51 1951-52 Estimated 
1952-53 
$ $ $ $ $ 
Agriculture— 
Administration and general............ 538 644 692 733 822 
Science Services oo eee eee 4,358 6,061 7,093 7,490 8,830 
Experimental Farms Service.......... 5, 087 5,810 7,140 Ye ie 8,497 
Production Service. 00 0c on. capes wt ee 6, 504 8,394 8,774 8,837 8,978 
Marketing Service. 00. Si acs oe ee 3,890 4,387 4,936 4,555 5,035 
Rehabilitation and reclamation projects 6,285 8,846 13,212 11,813 13, 880 
Freight assistance on western feed 
OTAING eerie. ste OU OR aml Sears 18, 154 16, 764 15, 638 14, 999 21,000 
Premium on hog carcasses suitable for 
export to United Kingdom.......... 4,585 4,982 5, 100 5,374 6,225 
Advances to Prairie Farm Emergency 
BUNde: Paste ee ls Ce cane neh ne Ore 8, 640 13,138 EEE Ue tee es etal or eet, 
Payment to Canadian Wheat Board 
for distribniniGnstO producers... 20 / Pusch haee aan ot eee AS 9S 0aL) lehintelths erage onan el ales! ha 
Net operating loss—Agricultural prices 
SUDDONGRCOOUN bite o's. hi san sere eae ols Hove 1,061 $,4¢3 3,485 1,743 42,000 
Ot Her PxXperoibure hbo, cca oe eee PAN aw/al 2,548 7c tl 3,861 2,075 
OAS 75, O47 142,785 67,134 117,342 
Auditor General s OMite.. iy hens ts « Sas 562 574 601 575 
Canadian Broadcasting Corporation..... 3,921 Zuko 2,405 8,301 8,342 
Office of the Chief Electoral Officer..... 287 4,456 278 368 456 
Citizenship and Immigration— 
Nammmstration and Generaltotia..ceenic es eee ae 376 531 1,114 173 
Immigration Branch.) 3.0.0. 200.0016. 5, 607 4,957 5,578 8,073 7,443 
IndianeAtiainsseranch yeaa. se nee 10, 576 12,368 14, 564 14, 054 15,074 
16,183 17,702 20,6738 23,241 23,690 
Civil Service Commission...........::.: 1,364 1oB 1,580 1,692 1,946 
Defence Production— 
(ACUI ISGEALION GNC SOCUCTAL 4s Cayo ce ete Notcu de yall mate gt ete aD gs ee eee 8, 284 10,114 
Capital assistance to defence industry i700, ewe ee ol ests ce ons 22,695 83,857 
RO Meets, Obl ee asec hte an Or) | rte et Ret erent are 380,979 93,971 
EXxber nal unseen... 55. eee e Cea 6,655 7,050 7,660 8,490 9,474 
Membership in Commonwealth and 
International Organizations.......... 2,048 2,671 2,962 2,724 3,479 
Assistance to Other Countries an 
International Organizations.......... 5,811 6,959 11,458 26, 369 26, 128 
14,614 16,680 22,080 387, 883 39,081 
Finance— 
Departmental administration and gen- 
eS A Bek PONDS Aa Rie UNE oe Radler ei as 4,987 5,448 7, 304 8,361 8,536 
Office of the Comptroller of the Treas- 
UP eo eerie ole ae OO leer 11,103 11, 140 11, 345 12, 554 13, 367 
Interest on public debt! ogo kb 465, 138 439,816 425,217 432,423 447,492 


Additional amount required to place 

interest on public debt on accrual 

19 Sei a! ANN Dy -gneetl Rata eee sd Aeepamte! Fide | (EPMO TINIE Sead dood «tare W092) (hefty avd ane ch Shyo kU Vote? ae eee 
Cost of issuing new loans and annual 

amortization of bond discounts and 


CONPMMISSIONS oo Gs oot. Sora ete 9,745 10, 546 13, 354 10,717 12,909 
Servicing of public debt...;....,..004.. 331 478 449 385 540 
Subsidies to Provinces................ 17,095 19,170 18,735 20, 108 20, 108 
Compensation to Provinces— 

Tax Rental Agreements, 1947 Act... 84, 387 76,881 94,123 96, 868 23,795 

Tax Rental avercements, 1952 Roti oi 52 Seen Mn ow Oren At ier Yam ie to see aes 284,778 


Transfer of certain public utility tax 

receipts, sec.7, 1947 Tax Rental 

PVRTCOIDON TS ACE: Ot culs see LT oes cia a ons 1,375 4,565 OTe Ps ee ok 
Transfer of certain public utility tax 

receipts, sec. 6, 1952 Tax Rental 


APTCOMENLS ACE.) echt sos. POOP a cae ed eT eee Ie Cee men gered ey Sean ee ae 3, 700 

Transitional grant to Newfoundland]............ 6, 500 6,500 6, 500 5, 650 
Government contribution to the Super- 

annuation Account—General......... 4,050 5,461 6,831 12,911 13,802 

SEB NOCIA! fies aca daldl Jee Mees ed dee oe 75,000 98, 000 25,000 

Gresite to Universition ee 1sc20% o..jed daly adie hea Le oct ee 6,993 7,151 

iniplemontation ob sustanteedoc. oe<caels on ect vnciy aie C1, oe do eid Ss ee ee 1,346 1,695 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(thousands of dollars) 


SS _.000 TN (i —(—_—_(_( ( Oooo  )  — eee: 


Finance—Concluded 
Wartime Prices and Trade Board— 
RGAANIS LCA CLOMN hi oiais PANES tise es 
Commodity Prices Stabilization Cor- 
HOTA LOM UM MIE ,..1. Kee ba. sw. oe 
Advances for payment of drawback 
claims to millers and other manu- 
facturers of wheat products. 


Grant re Red River Valley Fag) ee ck Rae cs cabs, 


Provision for reserve for possible losses 
on ultimate realization of active 
RUSSO UGH ioe Le EOS bis ss ASEAN BI des 2 as ahs 

Assumption of part of Newfoundland 


debt/underdlerms off Winton 22. i) abilecstee oe oie epeetie 


Write-down from Active to Non-Active 
Assets—Trading losses in Securities 


AsV OSLIACHEAABCOUNG | JO uo Gd co's ate EV obvi a's a oh dhe 


Oieee of the Commissioner of Peni- 
PO MEIATHES Se dire ore eee ered so ste Gisele. aie 


Government Annuities—Amount re- 
quired to maintain reserve.......... 
Unemployment Insurance Act, 1940— 
Administration and general......... 
Government contribution........... 


Legislation— 
House of Commons: ..2 eae ik... > ots Oe 


BeRAtOI meas cary. ot Mee Zed Uae 


Mines and Technical Surveys........... 
DominiomCoal Boards)... 6.055 cis as 
Emergency Gold Mining Assistance. . 
Write-down from Active to Non-Active 


Assets—Abasand Oils Limited......)..........6. 


National Defence— 
REGEN oid al 2 ie ord WAGE oo sles ole AE 
Defense Forces, Army, Navy and Air 
DCU OSA ret ress Gh aft disse cle shenelaioteuss 


Defence Research and Development. . 
Pensions— 
Payments under Defence Services 
CTAB IIOIIOAN COS oie v- cy 'cepe Far \cthohe vor abete ab aketnee 
Government contribution to Perma- 
nent Services Pension Account....... 
Contribution towards Military Costs 


CAST OO ing Ue I SY Ptr sek et ped Baa Ai tae ©» SM DAE rar acter 2 ht |e RRM ry ete a ie eee Perna Fs 


Dreatwpsl alm Board vo isiic . 44-<saiama vaio 
National Health and Welfare............ 
General lieelih grants. . st... . ss. asd 
SN SUNOS 5 no shape Bleicwes 0's a) ae 
Old age pensions including pensions to 
MEd) NEPSODA bee. F< sb dade vides Aes oe Rd 
Old age assistance and blind persons 


CLL LU dee Parsi n ar era EASES IPar ie CEPI ESIC ACECRCEEY ICRCECICIC ICRC HOEOIG) (ORCI ICI) OCC oa 


1948-49 


3,321 
14,911 


11,000 


701,179 
5,423 


242 
263 
4,025 


5,863 
9, 888 
9,860 


11,408 


19,056 
20, 103 
60, 427 


2,629 
126 
736 
272 


268, 805 
1,958 
14,412 
7,528 
270,910 


66, 764 


859,614 


1949-50 


1S 8 ee 8 6 ae eth eye eile # 8 oe 6 6% 6 © 6 


75,000 
62, 293 


384, 879 
2,123 
16,901 
15,716 
297,514 


93, 189 


423,320 


1950-51 


1951-52 


Estimated 
1952-53 


$9 0 8&6 60 we © 0 


RCAC 16 LA) O56e O),6).00.6).0 0 im 8). 86,6 6. 6 e es we 6 ta m0! 6.6 010 6 6 ene 


9168) 0, 6a eer eee cp ay ey eh a carey a festa fll oo ete le) ema ha) Nie: Ae 


© Sher alin) © ele (a dle Solera 6) 0 ee \6 tele sia fh « eels ee ew ele 6s 


873,618 
8,733 


275 
403 
5, 103 


8,936 
14,039 
9,503 


940 


23,919 
29, 940 
64, 302 


4,302 
153 
ized 
263 


943, 553 
11,395 


349 
463 
5, 767 


9,545 
15,312 
9,964 


1,000 


25,410 
31, 250 
67,624 


4,130 
244 
1,103 
290 


ee ee 


901 
545,738 


195,417 
23,415 


309, 465 
103, 169 


448 , 853 


1,217,579 
126,416 
35,094 


5,096 
30,712 


1,416, 474 
2, 662 

21, 098 
24,322 
320, 458 


80, 206 
2,999 


49, 669 
498,752 


292 


1, 516,387 
234, 685 
41,721 


5,172 
30, 009 


16, 900 
1,845, 166 
2,920 
24,935 
31, 000 
334, 125 


ee 


ie @. 6 we ele B66, 


412, 182 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(thousands of dollars) 


Estimated 
$ $ $ $ $ 
National Research Council and Atomic 
BPnersy’ Control Board 00: seas ss baw 13, 082 16,170 18,014 25, 080 29,249 
National Revenue, including Taxation 
Division. Fee eee ce oe Ce Ms err ne es Ce 45,402 47,832 46,056 45,763 47,665 
Post Oiears few, cea cz 2 ah BA Pe eR ee 77, 643 82, 640 91,781 97,973 106, 153 
Privy Council, including Prime Minister’s 
OTR Ce SB RE Cee eS ee ee 4,457 4,128 4,250 4,058 3,740 
PublactArchiviestaee ooo eee 173 198 206 Pain 305 
Public Printing and Stationery.......... 753 866 706 1,103 1,704 
Pubhie: Workes Wek SN See eee Se eee 51, 067 67,058 73, 646 77,544 81,000 
Reconstruction and Supply.............. 2 OOD M wicca cs MEME Mee yt ek OTs Cee en; Seamer 
Resources and Development............. 12,402 23, 266 21, 688 18,978 22,597 
Trans-Canada Highway contributions)|......6. <b. s|s.++s eeu e 7,205 12, 792 13,000 
12, 402 28, 266 28, 893 S17 70 88, 597 
Royal Canadian Mounted Police......... 13,717 15,971 19,801 27,341 32,077 
Secretary ohetaters.. <iess Sees aa ee 1,559 1,600 2,065 2,399 Deaoll 
Trade and Gommierce:: s.ccc.so.e Phen 386, 755 25,761 23, 443 21,817 17,095 
Deficits incurred by the Canadian 
Wheat Board covering operations for 
Government account................ 4,454 4,471 2 OBO eens ha te ana, ee eeenaee 
Deficit—Trans-Canada Air Lines...... 2,933 4,318 1 D2) as erin siesta orate ie ning tt 
Non-Active Assets— 
Write off—St. Malo Shops and Mis- 
cellaneous Property.........c..s00- AT: alt te ROR 159 RA Meee Bea ah ira | PR RRA neo ol bap chen, G We ‘cncteatchec 
46,385 84,650 27, 304 ST, S8L7 17,095 
Transport— 
Administration and general............ 3,525 3,808 2,528 3,179 7,068 
Canais' Senvicetim . Sr eeye lt cceos ce 4,662 6,198 8,290 7,991 9,977 
Marines SebVACGUe «<r this ee cai ore 12,627 17, 537 NS i 17,465 22,604 
Railway-Service:... oor ea. egat eles 3,838 4,488 1,981 2,306 eS Ud 
Maritime Freight Rates Act........ 6, 606 6, 982 8,475 10, 030 10, 245 
Ait Services teers...) | het eoeeek ce 28, 182 34, 115 30,000 36, 298 40, 641 
Steamship Subventions, including Can- 
adian Maritime Commission........ 2,166 2.204 5,899 4,461 4,036 
Deficits— 
Canadian National Railways........ 33,000 42,043 3, 261 TORU ate rotates ve 
Canadian National (West Indies) 
SCGAINS MING LUN IGOG eo scalcn ste ates oo 5 oe ee 461 1,029 A607 Poa ce 
Prince Edward Island Car Ferry 
and “Teritmalss Pare Oh, Bee 1, 220 1, 221 1,267 1,365 1,520 
North Sydney—Port aux Basques 
Perr yrand. Term inaisn ees. Aten a is eoa.c hate eee ees ce Aa ee Oe Ve ene ee ee 1,800 
National Harbours Board........... 238 83 188 595) 57 
Non-Active Assets— ‘ 
National Harbours Board........... 1,739 4,236 1,465 1,252 1,879 
98, 336 123, 449 85,123 99,901 107,644 
Veterans Affairs— 
Administration and general............ 3,628 3,850 2,385 Zals 2,940 
PensiGns se Gok le oe 102,951 96, 091 95,577 103, 703 127, 103 
Treatment and after-care of returned 
soldiers and allowances to dependents 69,565 69, 507 71, 646 76, 097 79,444 
Hospital accommodation, additions, 
alterations and improvements...... 5,095 3,811 3,008 SOS 4,247 
Post discharge rehabilitation benefits. 44,826 25, 099 13,502 6,594 3,956 
War service gratuities and re-estab- 
lishniient eredits eek, cress cee 36, 148 22,641 16, 868 9,826 mT O72 
Soldier Settlement and Veterans Land 
ICUS Se Lee Lae Bogor a een 8,035 fone 6, 282 5, 922 5, 667 
Provision for reserve for conditional 
benefits under Veterans Land Act... 5,631 6,496 7,110 7,600 8,050 
Write-down of Assets— 
Soldier Settlement and Veterans 
LandsAetsiDoans. We een oe 1,000 11,500 14 13 18 
276, 879 246, 378 216,392 216,026 242, 497 


—_————S— | | | 


Total Expenditure............... 2,175,892 | 2,448,615 | 2,901,242 | 3,732,875 4,326,812 
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ANNUAL. CHANGES IN ACTIVE LOANS AND INVESTMENTS FOR THE LAST 


FIVE FISCAL YEARS 
(In thousands of dollars) 


FiscaL YEAR ENpED Marcu 31 


————— eS | 


WoRKING CapitaL ADVANCES TO 
Crown CoRPORATIONS 


Ganadian Arsenais, Uitdontscevrdss sss s nn 

Canadian Commercial Corporation...... 

eee Patents and Development, 
Lt 


eee eee meee eee eee eer eereereeseeereeereseertlo seers eeeees 


Commodity Prices Stabilization Cor- 


DOLADIOI SS, 5 ys Straka inte ea ae 1h 


Crown Assets Disposal Corporation..... 
Defence Construction 1951, Ltd 


LOANS TO, AND INVESTMENTS IN, 
Crown AGENCIES 


Central Mortgage and Housing Corpora- 
tion— 

NaQais deat ORG as Brat nee. ses « : 
Canadian Broadcasting Corporation..... 
Canadian Farm Loan Board............ 
Wational Harbours Board: ii. 5... 66.066 
Railway and Steamship Companies..... 
Other’ Crown AGenciéS. oi. csc cies eee es 


OTHER LOANS AND INVESTMENTS 


Provincial and Municipal Governments. ./Cr. 


United Kingdom and Other Govern- 
ments— 

United Kingdom—Loan under The 

War Appropriation (U.K. Financing) 


pA a ALT VA AR RE ONAN er Cr. 


United Kingdom Financial Agreement 
Oo LE CS 5). ee 
Export Credits Insurance Act......... 


Canada’s subscription to capital of— 


International Monetary Fund.........}.......00e0% 


International Bank for Reconstruction 


ant Develoonientis is ere cee chk ces eee ek 


Miscellaneous— 
Loans to veterans under the Soldier 
Settlement and Veterans’ Land 


Balances receivable under agreements 


of sale of Crown Assets............. ce 


Sinking Fund and Other Investments 
held for retirement of unmatured 


PecPvolers rebel es pe tong Phe bah, rear yt: eRe eee Caer aEe soe i eee 


| RS | | | ES 


Net Total of Changes in Loans and 
Invephmients. vaso. + eno eee pak as Gee 


Estimated 

1951 1952 1953 

$ $ $ 
2240S eae Ss RRR Wn gat ar eB US 
©) BOG) Tes acne ina 
bg pained 3 Cr: 296.5 sae Stk is 
1,500 |Cr. 50 Nut as odes 
TAS Lag se AO r) 45 |Cr. 212 
Sear 
1,000 6,109 3,115 
79, 389 73, 624 75, 849 
650 850 2,000 
1,900 1,300 1,550 
1, 004 22% \Cr. 10 
20, 188 139, 848 124,812 
840 |Cr. 392 11,064 
102, 291 215,457 215,265 
3,180 |}Cr. 4,129 |Cr. 3,783 
40,567 |Cr. 31,092 |Cr. 14,291 
20,000 |Cr. 14,010 |Cr. 23,457 
22,935 |Cr. 20,657 |Cr. 19,054 
144 5,461 |Cr. 1,720 
5 ae ae ACU ie ea Ae 
7,010 pits sw Dk 1,038 
1,043 |Cr. 936 901 
54 2 O57 /1Ce: 648 
40,120 |Cr. 60,715 |Cr. 63,090 
5,499 3,201 1,230 
68, 670 164, 052 156, 520 


1949 1950 
$ $ 
BU Meare ke wR eens 
ROMA aR aay Falk ajs's bs apace manne ao 
296 
14,911 |Cr. 3,000 |Cr. 
108 |Cr. 1,183 
11,519 |Cr. 3,887 
68, 000 91,460 
1,250 4,500 
1,050 1,950 
213 20, 382 
4,067 |Cr. 20,963 
4,615 |Cr. 1,295 |Cr. 
19,195 96, 034 
5,376 |Cr.  4,031/Cr. 
29,487 |Cr. 9,986 |Cr. 
37,000 120, 000 
68,196 |Cr. 10,964 |Cr. 
2,060 5, 541 
22, 500 
5, 658 
16,270 796 
1,230 |Cr. 2,889 |Cr. 
588 |Cr. 812 |Cr. 
86, 845 125,863 |Cr. 
154, 521 218,010 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1953, AND 
THE ANNUAL INTEREST PAYABLE THEREON 


: Where 
Date of Maturity cok Payable 
TORS, NAS IT SOs et 28 uml ornan tera 12 Canada 
18 ES Es RUA TE Eth tah 1? Canada 
SOMCCHEOOn be we eters 13 Canada 
WoV bier iL: cre tenn mune 2 Canada 
NOVEMDOr Lec Maoh om tee 2 Canada 
BOSE Mier EL ai Ut Oe Midi Se 3 Canada 
Decemberslo ws aavanas cen. 2 Canada 
LIScomi Derr OM ee oe eee 2 Canada 
SOHO: SOL y To eae ie ook cane ace ae pane’ Canada 
Novenrberily ic clh emit ants. 5 Canada 
NOVEMPDer Loic ate e ern ae 23 Canada 
1657 Meare: Pienied .k scale sone Oates 3 Canada 
INOVOIMNIDER I. cee casein am 23 Canada 
BOOS. UME Pe te Veeco. eo eee 3 Canada 
Septem oon k wees ne ee aes 4 London 
WNoveriiiect bc: .chwinaben anes 23 Canada 
Tor, JANUARY Lo lie oe atc rea ae 3 Canada 
MOVCIRDCE 1s cs. caer anaene cae 22 Canada 
TOGO Fare ii 0k Bee ae Baad 3 Canada 
INGVEIDE? Tocco. de tute 23 Canada 
TOG Danliany Fo oo) css eae een haan 34 New York 
19G2 ) Bobruary tno. acdsee el 3 Canada 
Pep ale ks ee acute: eee 3% Canada 
PROS a DLY ERM iirc ss leveyals Scone iain posted on London 
Ey LA eS 22 Lee eee 3 London 
PAUSE Paee te cc ss Pe Ne, y New York 
TAI StE ss |. <a oi meaememnuers teil 32 Canada 
CHCCO DW STai tes ao succs cere en CE ae 3 Canada 
WG 5 POE oc vay dees Lic code erate iiees ets 3+ Canada 
Senco Gere... aera ee 3 Canada 
TORS SUD Mee... nme UO ety 22 Canada 
197s. Sepvem ber £... ... dee anouen ei 25 New York 
OVO Septem Der ko... nee ce 22 New York 
LOTS. SC ABUALV ULD cd... «oh Mun aU oe te 32 Canada 
PerpatGaie es vce i... een reas 3 Canada 
Various Treasury Bille. Mr Various Canada 
Various War Savings Certificates..... 3 Canada 
APN 6 1 YA MRR gs VA ae tog a Tea gi Various Canada 


Pavabre dn Canadian ey Me ay a! Ne Bel ceil ila aaah 
Payable 16 bond oe: Meret ewe ere, Onn dae meron nL ae 
Pavone NEW Omi i eek Me a eo. ae ie anna 


(*) 


(?) 


* 


* 


(3) 
* 


* 
* 


(*) 


ey 
(8) 
(*) 


* 


(4) 
(*) 


* 


200,000,000 00 
200,000,000 00 
550,000,000 00 
200,000,000 00 
300,000,000 00 
676,355,489 00 
395,000, 000 00 
150,000,000 00 
400,000,000 00 
855,607,410 50 
171,000,000 00 


1,111, 261,650 00 


90,000,000 00 
88, 200,000 00 

1,740,026 93 
85,000,000 00 


1,197,324,750 00 


124,000,000 00 


1,165,300, 350 00 


113,000,000 00 
46,560,000 00 


1,315, 639,200 00 


243,000,000 00 

1,925,370 53 
48,497,140 72 
145,500,000 00 
304,000,000 00 


1, 295,819,350 00 


54,703,000 00 


1, 691,796,700 00 


350,000,000 00 
97,000,000 00 
48,500,000 00 

100,000,000 00 
55,000,000 00 

600,000,000 00 
29,900,000 00 

300, 000,000 00 


14,837, 630,437 68 


Annual 
Interest 
Charge 


3,500,000 00 
3,500,000 00 
9,625,000 00 
4,000,000 00 
6,000,000 00 
20,089,767 00 
7,900,000 00 
3,000,000 00 
9,000,000 50 
25,414,081 00 
4,702,500 50 
33,337,849 00 
2,475,000 00 
2,646,000 00 
69,601 08 
2,937,500 00 
05,919,742 50 
3,410,000 00 
34,959,010 50 
3, 107,500 00 
1,513,200 00 
39,469,176 00 
8,505,000 00 
62,574 54 
1,454,914 22 
4,365,000 00 
12,525,000 00 
38,874,580 50 
1,777,847 50 
50,753,901 00 
9,625,000 00 
2,667,500 00 
1,333,750 00 
3,750,000 00 
1,650,000 00 
8,683,500 00 
1,077,000 00 
6,375,000 00 


409,456,495 84 


14, 447,907,899 50 


52,162,538 18 
337,560,000 00 


14, 837,630,437 68 


97-38% 
0-35% 
2:27% 


100-00% 


(4) Redeemable at 101 per cent. 
(2) Redeemable at 101 per cent. 
(3) Conversion rate estimated at $2.725 to the £ sterling. 


(4) Conversion rate estimated at $0.97 U.S. to the dollar Canadian. 


(*) Estimated. 


Amount outstanding includes $6,696,589.00 redemption bonus. 
Amount outstanding includes $8,471,360.50 redemption bonus. 


